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WORLD NEWS 


German government 
announces plans for 
jobless in advance 
of regional election 

Germany’s centre-right coalition 
government announced measures 
to put the unemployed back to 
work, only days before a regional 
election which the opposition 
Social Democrats are forecast to 
win. Page 2 

Blow for tobacco advertising 
An industry fight against a Euro- 
pean Union ben on tobacco adver- 
tising was dealt a potentially mortal 
blow when the European Parlia- 
ment’s environment committee 
rejected amendments that could 
have reopened the debate on 
prohibition. Page 2 

Spanish trawlers fined Elm 
Twelve Spanish fishing companies 
were ordered to pay record fines 
and costs of more than Elm 
($1.67m) for heavy over-fishing In 
British waters. Paige 16 

Ulster contractors claim bias 
Two Northern Ireland contractors 
who claim they were refused public 
works contracts because of their 
religious and political beliefs have 
taken their case against the UK 
government to the European Court 
of Human Rights. Page 16 

Japanese coalition threatened 
Minority partners in the ruling coali- 
tion of Ryutaro Hashimoto, the 
Japanese prime minister, have 
threatened to pull out if an anti- 
corruption bill is watered down. 
Page 4 

Blair defends raictear deal 

Tony Blair, the UK prime minister, 
defended his secret deal wfth Pres- 
ident BUI Clinton to reprocess and 
store Georgian nuclear material, 
insisting the operation was 
designed to thwart international 
terrorists. Page 16; Ecfitorfal 
Comment, Page 19 

Botemab explores tobacco action 
Guatemala is exploring lege! action 
against two -US tobacco com- . 
panies to recover healthcare costs 
associated with smoking, in what 
Is believed to be the first such 
move by a sovereign state. 

Page 5 

UK damps down on bootleggers 
The UK government has threat- 
ened to revoke the Bcencesof 
pubs and restaurants caught sell- 
ing illegally imported drink. The 
smuggling costs almost £1 bn 
(3l.87bn) a year. Page 16 

Businessman charged In Portugal 
British businessman David Lowry, 
detained in Portugal for a year 
without trial, has been formally 
charged with fraud. 

AustraBan dock action spreads 
The National Council of Dock 
Workers’ Unions of Japan said it 
would block ships from Australia 
loaded by non-union workers as a 

gesture of support for the sacked 

Australian dockers. 

China and Taiwan in talks 
Negotiators from China and Taiwan 
met for the first time in nearly three 
years. Page 4 

Limit sought to UK gan exports 
Pressure is growing on Britain to 
tighten export controls -for guns 
and other small arms because of 
evidence that weapons from the 
UK are found in violence-ridden 
developing countries. Page 15 

US Republicans retreat 
Retreating under pressure, the 
leadership of the US Republican 
partyoffered to allow comprehen- 
sive campaign finance legislation 
to come to the floor for a vote. 

Page 7 


BUSINESS NEWS 


Philips fails to hit 
ambitious target 
in the market 
for mobile phones 

Philips, Dutch electronics group,, 
has scaled down its mobile phone 
ambitions after losses which flat- 
tened first-quarter profits before 
extraordinary Items. Philips still 
lags far behind market leaders in 
mobile phones. Page 21; Work! 
stocks, Page 42 

Boeing’s first quarter net earnings 
dived to $50m from $540m last 
year, hit partly by a price war with 
Airbus Industrie. The US aircraft 
maker made a $21 9m provision for 
expected losses on Its latest 737 
aircraft. Page 21 

Siemens shares feO after the 
German electronics group warned 
profits might not reach Its forecast 
of DM3bn net income this year. 
Interim net income rose 10 per 
cent to DM1.19bn ($S65m). Page 
17; World stocks, Page 42 

World Trade Organisation upheld 
complaints by the US, EU and 
Japan that Indonesia's "national 
car” programme violates interna- 
tional trade roles. Page 15 

Ameritech, the US phone group, is 
seeking to invest between $1bn 
and $3bn in a central or eastern 
European telecoms group by the 
end of next year. The company has 
invested around $4.7bn in Europe 
to date. 

MobS of the US has struck a deal 
with UK-based partner Monument 
Oil and Gas and Turkmermeft. 
Turkmenistan’s state oil company, 
to explore and develop energy 
resources In Turkmenistan. Page 
28; Mobil dedtoest Page 23 

Security Capital Group, US-based 
property company, has almost 
$2bn to Invest in property outside 
the US and plans to create a new 
European -based company, Secu- 
rity Capital Global Realty. Page 23 

Etoctronfc Data Systems, the US 
Irifomratidn-senrices provider, and 
Banca di Roma, the ttafian com- 
mercial tank, signed a $1.5hn, 10- 
year Information technology deaL 
Page 25 

Euro Disney's losses reduced 
thanks to more visitors and greater 
efficiency. The Paris-based theme 
park's interim losses faB to 
FFr205m ($34J2m) from FFr21 0m a 
year earlier. Page 25 

Pttfppine AHnes, the alfing 
rational carrier, Is talking to inter- 
national airfines Including North- 
west Airlines, American Airfines, 
British Airways and Lufthansa 
about a possible affiance. Page 22 

Foreign bankers in China appealed 
to Beijing to relax curbs cm their 
lending in the local renminbi cur- 
rency. Page 4 

first Pacific, Hong Kong-based 
conglomerate, has sold its stake in 
United Commercial Bank of Cafif- 
omia for USS120m. Page 22 

Cdgate-Patootiva, US consumer 
products company, boosted three- 
month income by 16 per cent to 
$196m despite the strong dollar. 
Page 23 

Lucsrt Technob^es beat Wall 
Street forecasts, more than dou- 
bling second-quarter net income to 
$180m. Page 23 
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Communist leader vows to 
reject Yeltsin’s man again 


By Ohrystta Freeland 
Id 


Russia was pushed to the brink 
of political crisis yesterday when 
Gennady Zyuganov, th« f Ytmm n- 
nist party leader, said he was 
prepared to force new parliamen- 
tary elections in a crucial vote 
tomorrow. 

Mr Zyuganov said the Commu- 
nists were eager to call President 
Boris Yeltsin's bluff and reject 
Sergei Kiriyenko, his prime min- 
ister designate, when he faces a 
third and fmai confirmation vote 
on Friday. 

If parliament votes against Mr 
Kiriyenko for a third time. Mr 
Yeltsin will have the power to 
dissolve the legislature gnf t ran 
new elections. 

Mr Zyuganov said that was a 
step the left would welcome. He 
said: “We are ready for elections. 
We think they would be very 
beneficial to us. 

“In its current make-up, the 
Duma (the lower house of parlia- 
ment) win not he hold enough to 
make changes to the constitution 
and put hunts on the executive 
powers that are destroying the 
country." 

hi past confrontations. Russia’s 
weak and disorganised parlia- 
ment has always caved in to the 

Kr emlin. 

But this time, Mr Yeltsin's 
b rinkmanshi p has provoked a 
more unified and hostile reaction 
from the parliamentary parties 
than before. - 

Hue key issue is whether the 
Communist leader will he able to 



Russia’s C om mu ni st party loader Gennady Zyuganov faoee reporters in Red Square, Moscow, yesterday as he 
threatened to cafl President Boris Yeltsin's bluff end force new porfiamentary elections Picture AP 


force rank-and-file deputies to 
give up their seats and risk new 
elections. Unlike their party 
bosses, C ommunis t backbenchers 
are unlikely to welcome new elec- 
tions and the risk of losing their 
prestigious and lucrative Moscow, 
posts. 

A crucial factor will be the par- 
liament's decision, expected 
today, on whether the third vote 
for Mr Kiriyenko, 35, will be open 
or secret If ft is secret, he Is 
likely to be confirmed as prime 
minister. If it is open and party 
discipline is easier to enforce, the 
risks for the Kremlin will be 
much higher. - 


Mr Yeltsin yesterday showed 
no signs of budging. A Kremlin 
spokesman said his nomina tion 
of Mr Kiriyenko was final and 
could not be changed. However. 
Mr Yeltsin is expected to do some 
last-minute lobbying today, 
agreeing to meet with the 
speakers of the upper and lower 
chambers of parliament The 
upper house yesterday spoke out 
on the president’s behalf, urging 
the Duma to tack away from a 
confrontation. 

Moderate Communists, includ- 
ing Gennady Seleznyov, the 
speaker of the Duma, and some 
of the smaller leftist parties have 


also urged the Communist leader- 
ship to back down. j 

In addition to the Communists. 
Yabloko. the liberal opposition 
party, has said it will vote 
against Mr Kiriyenko. 

The two groups by themselves 
do not have quite enough votes 
to sink Mr Kiriyenko's candidacy, 
but their united opposition would 
make Friday's decision very 
precarious. 

The Duma's hostile mood was 
apparent in its derision yesterday 
to endorse a land code which 
does not provide for the free sale 
of arable land. Mr Yeltsin has 
vehemently opposed the law. 


Bank of New York bids for Mellon 


By W9am Lewis and 
John Anthers In New York 


The Bank of New Yoik yesterday 
launched a J24hn hostile bid for 
Mellon Bank of Pittsburgh, in an 
attempt by tins oldest bank In the 
US to join the wave of consolida- 
tion sweeping the financial ser- 
vices industry in the US. 

Mellon immediately rejected 
the all-stock offer - the largest 
ever unsolicited hid for a hank in 
the US. "We are not interested in 
pursuing a transaction - we are 
not for sale," said Frank 
C&hOUSt, chairman and chief 
exec u t i ve of Mellon. 


In response BoNY said it would 
not launch a tender offer but 
would work to persuade the Mel- 


lon board to change its derision. 
BoNY said that its unsolicited 
offer followed several years of on- 
off talks between the two banks, 
including a near-merger deal last 
December. “We are dismayed by 
the quickness of their reaction," 
said Thomas Renyi, chairman 
and chief executive of BoNY. 

If the hid is successful it would 
create a global powerhouse in 
several investment management- 
related businesses. The bank 
would be the largest global custo- 
dian in the world, with IS^OObn 
in assets, and be one of the larg- 
est fund managers with f350bn in 
assets under management. It 
would be the sixth largest US 
bank by market ca pitalisati on. 

It follows a flurry of huge bank 


deals in the US including the 
$l70bn merger agreement earlier 
this- month by Travelers Group 
and' Citicorp, and similar accords 
between NationsBank and Bank- 
America and First Chicago NBD 
and Banc One. 

US investors have long seen a 
combination between BoNY and 
Mellon as a good fit with both 
banks’ focus on building fee 
income. However, Bony's bid 
tactics astonished analysts and in 
morning trading its share price 
fell Sl% - 2 per cent - to $62%. 

Mellon's share price rose $7}J - 
1L4 per cent - to $77$, partly on 
speculation that the nature of 
BoNY's so-called bear hug 
approach would push Mellon to 
seek a white knight bidder or 


lead to it obtaining a higher price 
from BoNY. BoNY said that, 
based on its stock price dose on 
Tuesday, its all-stock offer valued 
each Mellon share at $90. 

Derek Sword, banking analyst 
at Keefe Bruyette & Woods, the 
Wall Street investment broker, 
described BoNY’s tactics as 
"extraordinary". 

Other analysts said they were 
surprised by the concessions 
made by BoNY, for example its 
plan to situate the bank’s head- 
quarters in Pittsburgh, Pennsyl- 
vania, and name the bank the 
Mellon Bank of New York. 


lex, Page 20 

Marriage proposal, Page 24 
World stocks, Page 42 


Fans call 
foul as 
World Cup 
hotline 
freezes up 

By Patrick Hanrereon fn London and 
Samer tskantar in Brussels 


The ticketing arrangements for 
the World Cup descended into 
chaos yesterday when a special 
French hotline set up to sell 
110,000 extra tickets was 
swamped by tens of millions of 
phone calls from European foot- 
ball fans desperate to attend the 
summer tournament in France. 

An estimated 15m calls came 
from the UK alone, the vast 
majority being greeted by an 
engaged lone or a message to try 
later. With the odds of getting 
through calculated at about 2m 
to one, supporters' groups 
described the situation us a Farce. 

Fans from other countries 
faced similar problems. In the 
first hour alone there wen* 2m 
call attempts from the Nether- 
lands and 1.7m from Belgium. 

Tony Books, the UK sports 
minister, said the situation was 
"wholly unsatisfactory". The Bel- 
gian football federation described 
it as "deplorable”. 

The C-omite Francois d'Organi- 
sation. the body running the 
World Cup, had arranged far B0 
operators to handle the calls 
from outside France and 30 for 
domestic calls. However, tele- 
coms experts said the number of 
operators was Ear too small. 

"A television programme with 
a phone-in for viewers expecting 
lm calls in a couple of hours 
would have several hundred 
agents to handle them, backed by 
sophisticated technology, so 90 is 
woefully inadequate,” said James 
Wilkinson of TSC Europe, a 
London-based call-centre consul- 
tancy. 

The CFO stood by its system 
for selling the tickets. It revealed 
that 10m calls.. more than IL5m 
from outside France, were logged 
in the first three hours yesterday. 
The phone companies of each 
country allowed only a fraction 
of calls to get through to the call 
centre in the Paris suburb of 
Evry. 

Meanwhile, 30 members of the 
European Parliament in Brussels 
yesterday stepped up their cam- 
paign against the CFO's ticketing 
arrangements by starting legal 
action to force the organisers to 
redistribute more than 700,000 
tickets already allocated to 
people within France. 


IBM attempts to 
tap into nursery 
computer market 


By Louise Kehoe is San F ra nci sc o 


When it comes to computer 
literacy, it seems it can never be 
too eariy to start 

International Business 
Machines «nri Little Tikes, a sub- 
sidiary of Rubbermaid best 
known for its ride-along toys for 
toddlers, wfl] today unveil a 
jointly developed computer sys-» 
tern for 3-7 year olds. 

The all-in-one unit includes a 
child-sized desk and bench seat 
with a built-in computer system. 

IBM has thrown out its tradi- 
tionally conservative palate of 
greys and black in favour of 
bright yellow and people plastic 
- with just a touch of its signa- 
ture blue. 

Little Tikes, which wifi distrib- 
ute and market the “Young 
Explorer” to preschools and ele- 
mentary schools, designed the 
unit with young children and 
their teachers in mind. 

In contrast to standard PCs, 
which typically have a zness of 
wires craning out of the back of 
the machine, all wiring is con- 
tained and hidden. So too is the 
actual computer: ensuring that 
young inquiring minds do not 
have too much opportunity to 
explore the wonders of disk 
drives and other delicate equip- 
ment The flat membrane key- 
board is built into a yellow plaa- 
tic desk. It can survive sticky 


Angers and spilt orange Juice, but 
it has the standard keyboard lay- 
out and size so that skills learnt 
can be transferred to home PCs. 

Software from IBM's Bdmark 
subsidiary is designed to enable 
children to start up programs 
such as ’ Milli e's Math House* and 
’Bailey’s Book House' with the 
click of a mouse. Pre-school 
teachers, who someti mes are less 
enthusiastic about technology 
than their charges, are also 
assured that the system will 
work at the press of a button 
without them needing to take 
computer courses. 

The system, which goes on sale 
in North America this summer at 
a price of 82,300, is aimed mainly 
at nursery schools and primary 
schools. However, IBM is also 
considering a retail version. "My 
children are a airing me 'When 
can we get one?.’" said Michele 
Riggs, IBM project manager and 
mother of two. She initiated the 
product development two years 
ago, after observing the use of 
PCs in her sea's nursery school 

For IBM, the project is not ell 
fan and games. In the US educa- 
tion market Apple Computer 
TemaLos the market leader. By 
•taking a new. approach IBM aims 
to overtake its competitors. No 
doubt it has also considered the 
benefits erf making a good impres- 
sion an a future generation of 
technically astute workers. 
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New defeat for tobacco advertising 


By Mcbad Smith in Brnsseb 

An industry fight against a 
European Union ban on 
tobacco advertising was 
dealt a potentially mortal 
blow yesterday when an 
influential group of Euro- 
pean parliamentarians 
rejected attempts to toughen 
the prohibition. 

The European Parlia- 
ment's environment commit- 
tee t oo k the highly unusual 
step of backing without 
amen dment a proposed law 
agreed last December by the 
narrowest possible majority 


of European Union nations. 

Many MEPs would have 
liked to strengthen the ban, 
winch will be implemented 
in stages from 2001. culmin- 
ating with a 2006 prohibition 
on an forms of sponsorship. 

However, they accepted 
the advice of their leaders. 
including Ken Collins, envi- 
ronment committee chair- 
man. that changes could 
enable prohibition oppo- 
nents. including Germany, 
to reopen the debate and 
reverse the ban. 

The committee's advice 
seems certain to be accepted 


by a meeting of the full par- 
liament in mid-May. Mr Col- 
lins aB the large parlia- 
mentary parties agreed the 
measures should be backed 
without amendment. 

Parliament shares deci- 
sion-making powers with the 
is EU nations on tobacco 
advertising. Tobacco manu- 
facturers, newspapers and 
advertising groups have 
been fighting a rearguard 
action Against the ban, argu- 
ing that it win destroy jobs 
and that the legal basis for it 
is ill-fiounded. 

Last week the parlia m ent's 


legal affairs committee voted 
12-7 to reject the ban's legal 
base. However, the environ- 
ment committee is preparing 
the report on the issue on 
which the foil assembly win 
vote. If parliament makes no 
amendments to the proposed 
directive, the European 
council of ministas will be 
obliged under EU procedure 
to adopt the measure with- 
out change. 

Anti-smoking campaigners 
had argued that a vote for 
amendments would lead to 
“co-decision" negotiations 
between the council and the 


parliament which could in 
turn have led to attempts to 
change the minds of coun- 
tries that voted for the ban 
in December. 

At yesterday’s meeting of 
the environmental commit- 
tee, members voted 36-7 in 
favour of the- ban after 
rejecting more than 70 
amendments. Their decision 
means the UK, a strong sup- 
porter of the ban after secur- 
ing a long phasing out 
period for- Formula One rac- 
ing, is likely to' facilitate the 
final adoption of the prohibi- 
tion proposal under tts presi- 


dency of the EU ending in 
June. 

Member states would have 

three years to legislate to 
put the directive into effect. 
A hmboard ban on advertis- 
ing would come into effect 
tfr gn. with a newspaper pro- 
hibition a year later. 

Sponsorship of events 
incl uding sports and arts 
would be allowed to con- 
tinue for another year at 
least and there would be a 
further three-year exemption 
for “global events" to be 
nominated by individual 
countries. 


chartres* 1 Milosevic plays the 
Briton Serbian nationalist 
with fraud card once more 


By Peter Wise in Lisboa 
and Oay Harris la London 

A Briton detained in 
Portugal In connection with 
a suspected international 
share sales swindle has been 
charged with “qualified 
fraud", criminal association 
and falsification of share cer- 
tificates. 

Right other US. Hungarian 
and Canadian citizens, none 
of them detained or publicly 
identified by the Portuguese 
authorities, have also been 
charged with offences 
related to the operations of 
Paramount Portugal, a 
Lisbon-based shares sales 
operation closed by Portu- 
guese authorities last 
year. 

Portuguese investigators 
suspect Paramount 
defrauded international 
investors by selling US 
shares that turned to be 
practically worthless. The 
charge of “qualified fraud" 
relates to activities under- 
taken on a professional 
basis. 

The charges against David 
Lowry, who has been held in 
a Lisbon jail for a year, were 
lodged on Tuesday evening, 
the eve of the 12-month 
deadline for bringing crimi- 
nal charges against a 
detained suspect. 

Mr Lowry’s, detention 
without charge for a year 
had been challenged by sup- 
porters as a breach of his 
human rights. The UK 
ambassador in Lisbon wrote 
three times to Portugal's jus- 
tice minister expressing con- 
cern. 

Mr Lowry, who denies any 
wrongdoing, has made sev- 
eral unsuccessful applica- 
tions to be released on bail. 
He has also sought to take 
legal action alleging negli- 
gence by Portuguese judicial 

officials in the handling of 
his case. 

The attorney general’s 
office said yesterday that Mr 
Lowry’s legal rights under 
Portuguese law had been 
folly respected. It said 
charges had not been 
brought sooner because of 
the “extreme complexity" of 
the case. 

The charges in the case 
are understood to involve 
nearly 1,400 separate 
instances of alleged fraud 

The Swiss Banking Com- 
mission last month closed 
Paramount Securities & 
Trust Company, which held 
a controlling stake in Para- 
mount Portugal. The Swiss 
regulator said Paramount 
had “violated rules on the 
conduct of trade in a crass 
manner". 

Since the beginning of 
1997, Portugal has closed the 
local offices of other unau- 
thorised share-dealing 
operations - Robinson 
Schwab and Bathgate, Drey* 
fus and Pierce. 
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Serbs vote today on foreign mediation in 
Kosovo. The government has made it clear 
what the answer is, writes Guy Dinmore 


S erbia is turning the 
clock back seven years. 
Once again Slobodan 
Milosevic, now president of a 
diminished Yugoslavia, is on 
a collision course with the 
west and apparently prepar- 
ing for another drawn-out 
conflict - thLn time not in 
Croatia or Bosnia but with 
ethnic Albanians demanding 
independence from Belgrade- 
Deluged by nationalist pro- 
paganda carried by state 
media, Serbs have been 
exhorted to vote in a referen- 
dum today against foreign 
mediation in taifcs that have 
yet to begin with ethnic 
Albanians on the fixture sta- 
tus of Kosovo province. 

Mr Milosevic, the master 
of brinkmanship, raw hank 
on overwhelming, support 
from a nation that views 
itself as the collective vic- 
tims of an international con- 
spiracy. He is also bargain- 
ing on a weak response from 
an international community 
just as divided over how to 
deal with Serbia as it was in 
1991 when the former Yugo- 
slavia disintegrated in war. 

Dragan Tomic, the Social- 
ist speaker of Serbia’s parlia- 
ment, has set the tone of the 
debate, comparing US-led 
threats of sanctions with the 
Nazi “genocide" of the Serb 
people in the second world 


“There can be no discus- 
sions, no questions," he told 
parliament “Either you are 
boss in your own house or 
not When you are not a boss 
in your own house, then you 
can expect your neighbour 
in your wife’s bed.” 

Vojislav Seselj, a former 
paramilitary leader whose 
ultra-nationalist Radicals 
have joined a coalition gov- 
ernment with the Socialists, 
is also rallying bis support- 
ers. “Whenever the west is 
furious about something, we 
know it’s good for Serbia.” 
declared Mr Seselj, now a 
deputy prime minister. 

Many Serbs regard the ref- 
erendum as a test of their 
patriotism. Those hostile to 
Mr Milosevic fear repercus- 
sions if they do not vote. "It 
is like being asked if you are 
a Serb or not,” said a senior 
engineer in a state enter- 
prise where workers have 
been given time off to go to 
polling stations. 

Fearing sanctions and a 
repeat of the hyperinflation 
of the early 1990s, Serbs are 
stocking supplies of food and 
basic necessities. Foreign 
investors attracted by sales 
of state assets have put their 
plans on hold. 

The Contact Group - the 
US. Russia and four main 
European countries - is to 
meet again in Rome on April 



Belgrade pofice hold up a student march in stvport of Serb students in Kosovo 


29 to discuss Its response to 
Mr Milosevic’s intransi- 
gence. The five western 
nations have already agreed 
to freeze government credits 
to Yugoslavia and refuse 
visas to leading figures in 
the regime. The European 
Union is expected to follow 
suit, despite opposition by 
Greece. 

The UN imposed an arms 
embargo on Yugoslavia on 
March 31 and urged it to 
grant meaningful autonomy 
to Kosovo. It also demanded 
that Belgrade agree to a for- 
eign role in dialogue and 
withdraw its special police 
forces from the province, 
where ethnic Albanians 
make up about 90 per cent of 
its estimated 2m people. 

Next Wednesday's Contact 
Group meeting, at the level 
of senior civil servants, may 
not be conclusive- The US is 
pressing for the freezing of 
Serbian and Yugoslav gov- 


ernment funds held abroad 
while Russia, already owed 
more than $200m by Bel- 
grade for gas supplies, leads 
opposition to further sanc- 
tions. 

Serbian commentators say 
Mr Milosevic is using the ref- 
erendum to divert attention 
from Yugoslavia’s economic 
crisis and shore up his wail- 
ing popularity. The outpour- 
ings of Serbian nationalism 
will also under min e his 
main opponent. Milo Djuka- 
novic, the pro-western presi- 
dent of the s mall republic of 
Montenegro. 

a . The vote may also lead to 
further violence' In Kosovo, 
where more than 100 people 
have already been killed this 
year. A police offensive 
against rebels of the shad- 
owy Kosovo Liberation 
Army last month has only 
fuelled support for the mili- 
tant separatists, who have 
rejected the pacifist policies 


of Ibrahim Rugova, “presi- 
dent" of the self-declared 
Republic of Kosova 

“For the' Balkans, this 
escalating violence is the 
road back to hell.” Made- 
leine Albright, fixe US secre- 
tary of state, warned this 
month. “The result could be 
a full-fledged civil war. put- 
ting at risk peace in Bosnia 
and spreading conflict like 
an infectious disease to 
neighbouring states." 

Those fears intensified 
yesterday. Mr Rugova’s 
Democratic League of Kos- 
ovo warned of an “impend- 
ing full-scale attack against 
Albanian villages" by Yugo- 
slav federal army troops and 
Serbian police in the Decani 
area near the Albanian bor- 
der. Serb families, who say 
they have been attacked by 
“terrorists”, have fled rural 
areas and taken refuge in ! 
collection centres in Decani j 
town. 


NEWS DIGEST __ __ 

DEFENCE INDUSTRY , J ; . 

Ministers welcome report 
outlining integration plan 

European Indust^ ministers r^ortu^^ 

^AftST^Sg^London. 

Germany. Spain and Italy welcomed the report, which has not 

b ^mwfflW f alfthe companies believed 
depended on foil integration andre^ruch^ thj j**™* 
military businesses should be merged, and that the Airbus 
Industrie consortium would bo a key element , . _ 

Sweden is to join the group of governments seetang ration- 
al baboo which consisted or France. Germany and Britain 
when tt was formed last December. Alexander Nicofl 

SHIPBUILDING 

Brussels warns Italy over aid 

The European Commission yesterday said that Italian plans to 
grant Ecu55.3m ($60m) of aid to shipbuilders breached a 
directive designed to regulate shipbuilding capacity. 

The Italian government Is planning to grant L108bn ($60m) 
of aid out of a total investment of L167.8bn in the creation of 
two rtew shipyards In Calabria and Sardinia. 

Under the directive on aid to shipbuilding, aid to the cre- 
ation of new shipyards may not be granted unless it Is 
matched by a corresponding Irreversible reduction in the 
capacity of other shipyards in the same country. 

. The commission doubted whether the aid was justified, 
because it was likely to increase shipbuilding capacity within 
the European Union. The plan was in breach of the directive, 
the Italian authorities were unable to establish 
whether the capacity of recently closed yards corresponded 
to the new capacity which would be created. 

The commission said Italy had been unable to provide 
names of shipyards that had Irreversibly closed down their 
activities. Samar isfcandar, Brussels 


HOL OCAU ST COMPENSATION 

Swiss face renewed pressure 

The big three Swiss banks wiD face renewed pressure next 
Monday to reach a quick lump-sum settlement of the multi- 
bill ion dollar class actions by Holocaust survivors. 

Stuart Bzenstet, the US under-secretary of state, has called 
a meeting In Washington of interested parties to try to speed 
up the process of finding a “global solution” to toe various 
claims against the Swiss barks dating back to their activities 
during the second world war. 

Mr Ezenstat is anxious to regain toe initiative in negotia- 
tions which were in danger of bong hijacked by local state 
finance officials. 

The meeting comes a month after a steering comm i ttee of 
US state financial officials, headed by Alan Hevesi. the New 
York city comptroller, reviewed the banks' progress towards a 
global resolution of Holocaust-related issues. The committee 
suspended threatened sanctions against toe banks for a 
month In order to see what progress was made by the end of 
April. WiBam HaS, Zurich 
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Russian company sued over shares divisions 

to investigate toe wealth of Mesut Yllmaz, the prime minister. 

By Charies Clover in Moscow ity shareholder rights in after the the company’s be a vote on the share issue solidate all subsidiaries into Although the commission could, In theory, lead to a f gm 

Russia’s uncertain corporate board, issued new shares last at a general shareholders’ one group. After the share Supreme Court trial on corruption charges, Mr Yilmaz’s MPs TT I O j 

A conflict has broken out climate. An unfavourable May. The shares were meeting on May 20 1997 and dilution, Noyabrskneftegaz are expected to kfll toe investigation in the committee stage. I U|/l | I I ■ ■ ■_ 

over shareholder rights verdict for the oD company bought by four investment many chose not to attend. shares lost 40 per cent of The decision followed a vote last week to set up a similar | T ^ * 1 * ™ 


By Charles Clover in Moscow 

A conflict has broken out 
over shareholder rights 
between a subsidiary of the 
huge Russian Yuksi group 
and minority investors led 
by a US businessman. 

Navaromco, a Cyprus- 
based investment company, 
majority owned by the US 
businessman Kenneth Dart, 
has filed a lawsuit against 
Noyabrskneftegaz, an oil 
company, which it accuses 
of diluting minority share 
holdings through a contested 
share issue last year. 

The suit is the latest in a 
series of battles over minor- 


ity shareholder rights in 
Russia's uncertain corporate 
climate. An unfavourable 
verdict for the oD company 
could slow consolidation 
plans for its parent com- 
pany, SIbneft, which in Jan- 
uary merged with Yokes to 
form the holding company 
Yuksi. 

Mr Dart has bought minor- 
ity shares in several other 
Russian oil companies and is 
spearheading a minority 
investor battle against these 
companies’ owners as well 

Navaromco previously 
held a 7.6 per cent stake in 
Noyabrskneftegaz. but its 
holdings fell to 4.4 per cent 


after the the company's 
board issued new shares last 
May. The shares were 
bought by four investment 
companies, which subse- 
quently transferred the 
shares to Sibneft. As a 
result, Sibneft's holdings 
increased from 61 per cent to 
78 per cent 

The suit charges that 
minority shareholders were 
not given pre-emptive rights 
to the equity, and that it was 
priced at half its market 
value, both violations of 
Russian law. 

Shareholders also charge 
that they were not notified 
in advance that there would 


be a vote on the share issue 
at a general shareholders' 
meeting on May 20 1997 and 
many chose not to attend. 

Eugene Schvidler. chief 
fi nancial officer of Yuksi. 
rejected Navaromco 's allega- 
tions. “Sibneft has frilly com- 
plied with the relevant legis- 
lation on this issue," he said. 

Analysts say a possible 
reason for Sibneft’s interest 
in increas i ng its sharehold- 
ing to 78 per cent was to 
proceed with plans to consol- 
idate Its subsidiaries without 
opposition. 

Yuksi has announced a 
three-stage share swap 
which eventually would con- 


solidate all subsidiaries into 
one group. After the share 
dilution, Noyabrskneftegaz 
shares lost 40 per cent of 
their value from May 20, the 
date of the share auction, 
until the end of 1997, while 
Sibneft’s shares gained by 
roughly the same percent- 
age. 

Noyabrskneftegaz 
accounts for virtually all the 
ail production, and mast of 
the fundamental value, of 
Sibneft, according to Steven 
O’Sullivan, head of oil and 
gas research at United ! 
Fi n ancial Group in Moscow. 
In 1996, Sihneft produced 
18m tonnes of ofi. 


Turkey’s parliament voted yesterday to set up a commission 
to investigate toe wealth of Mesut Yllmaz, the prime minister. 

Although the commission could, in theory, lead to a 
Supreme Court trial on corruption charges, Mr Yilmaz’s MPs 
are expected to kill toe investigation in the committee stage. 
The decision followed a vote last week to set up a similar 
inquiry into Tansu filler, the conservative opposition leader 
whose party brought yesterday’s motion against Mr YHmaz. 

Ms Ciller’s party charged Mr YSmaz with having “abused 
his position to gain property and hidden part of his wealth 
from a parliamentary Investigation commission". Mr Yilmaz 
denies this. 

Mr Yllmaz became prime minister for the first time in 1991 
and his curent conservative-led government came to power 
last June. Reuters, Ankara 


ECONOMIC WATCH 


French output rises 1.1% 


REACTOR SAFETY RISKS AT FORMER SOVIET RESEARCH SITES 


Scientists warn of more nuclear perils 


By Cbrystia Freeland in Moscow 

The republic of Georgia, 
where the US is removing 
enriched uranium from a 
plant in Tbilisi for reprocess- 
ing in Britain, Is home to 
another nuclear site that 
could be one of the most 
dangerous in the former 
Soviet Union. 

The controversial US-Brit- 
ish decision to airlift 5kg of 
nuclear material to the 
Donnreay plant in Scotland 
has focused attention on the 
research reactor in Tbilisi, 
Georgia's capital, but an 
international expert said 
yesterday another research 
site should cause the world 
even more concern. 

William Potter, director of 
the Centre for Non-Prolifera- 
tion Studies in Monterey. 
California, gave his warning 
about the institute of phys- 
ics and technology in 
Sukhumi, capital of the 
Abkhazian region, which is 
seeking independence from 
Georgia. 

Between 1992 and 1993 
Abkhazia was thrown into 
chaos by a separatist war 
and Abkhazians and Geor- 
gians are still bitter rivals 
for control of the area. 

“The last Inventory in 
Sukhumi was in 1992," said 
Dr Potter. “During the 


armed conflict it was Impos- 
sible to conduct a normal 
inventory and now the offi- 
cials at Sukhumi don’t even 
know bow much they have.” 

Dr Potter warned that the 
Sukhumi facility, which 
housed 2kg of enriched ura- 
nium in 1992. posed an even 
greater proliferation risk 
than the reactor near Tbilisi. 


a second Chernobyl. 

But Russian specialists 
said that the weakest link in 
the former Soviet Union’s 
fragile nuclear chain might 
be the civilian research facil- 
ities such as the one near 
TbUsL “In Russia and the 
former Soviet Union, the 
academic institutions pose a 
far greater danger than the 


although the decline is grad- 
ual." he says. 

Western proliferation 
experts are increasingly 
focusing on civilian faeflitiee 
in the non-Russia republics, 
fearing that control there 
may be even looser than in 
Russia. Dr Potter said that 
approximately 600kg of 
enriched uranium was con- 


‘During the armed conflict it was impossible to 
conduct a normal inventory and now the officials at 
Sukhumi don’t even know how much they have’ 


“If we are taking the mate- 
rial out of Tbilisi, thee we 
certainly need to take it out 
of Sukhumi.” he argued. 

The S ukhumi facility is 
perhaps the most precarious 
island in an archipelago of 
nuclear facilities which, 
since the collapse of the 
USSR, has posed one of the . 
greatest security risks on the 
globe. 

In the past, public 
attention has tended to 
focus on the more obvious 
threats posed by nuclear 
warheads and nuclear power 
plants, fears that weapons 
might be stolen and 
that ill-maintained reactors 
could melt down into 


military. I think the nuclear 
power plants are also rela- 
tively secure,” said Andrei 
Piontkovsky, head of the 
Moscow-based Centre for 
Strategic Studies. 

“The weak spot is aca- 
demic and research insti- 
tutes. The control over them 
is weaker and they are more 
impoverished,” he says. 

Other Russian analysts 
agreed. “The possibility of 
stealing nuclear materials is 
increasing as the sciences 
and higher education 
become impoverished" said 
Sage! Karaganov, deputy 
director of foe Institute of 
Europe. “The situation is 
constantly getting worse. 


tained in facilities spread 
across 6 former Soviet repub- 
lics: Georgia, Belarus, Kaz- 
akhstan, Latvia, Uzbekistan 
and Ukraine. 

Although far more 
enriched uranium is found 
in Russia, Dr Potter said 
that would-be thieves might 
be more likely to try their 
luck in. the less secure 

periphery states. 

“If you are a would-be end. 
user, you don’t necessarily 
go to the place where there 
is the most of it, you go 
where it is most accessible ” 
he said. 

This view, which has 
gained credibility In the US 
over the past few years, is 


behind the operation this 
week. 

But getting nuclear mate- 
rials out is only half the bat- 
tle. As foe outrage of envi- 
ronmentalists and Scottish 
nationalists in the UK this 
week has underscored, an 
equally troubling issue is 
what to do with the nuclear 
materials once they are out- 
side the former Soviet 
Union. 

Dr Potter said the UK 
should be applauded for its 
willingness to take the mate- 
rial. He said Inter-agency 

Infi ghting in . Washing ton as 

the reason the US would not 
store the uranium its air* 1 
plane is flying out of Geor- 
gia. “The reason the US is 
not prepared to take the 
material is an interagency, 
bureaucratic reason," he 

Another US analyst said 
the American stance also 
had a political angle. Oak- 
ridge, Tennessee, the US 
national laboratory where 
uranium airlifted out of Kaz- 
akhstan in 1994 was taken, 
would be the natural first 
Stop for addition fuel 
brought into the US. But foe 
1994 operation provoked 
legal end political protests 
from anti-nuclear activists. 

Blair defends deal. Page 16 


frapCT Manufacturing output in 

iferofiirartiaarat^'' ‘ ‘ France rase 1-1 per cert 

tB*Mrf%c&aoge toS-nonsi atstog semt nionlii -on-month In February, 

Mai .. ■ - : confirming the strength of toe 

y economic recovery. Overall 

+— industrial production was up 

: b / 0 7 °®nt, according to 

~J Insee, the official statistics 

V Institute. This figure reflected 

; f weaker demand tor energy as 

<■-/ j? a result of mild weather. The 

•.a ~ robustness of toe menufactur- 

m?.' / ing sector was undeipinned 

'•/ & —/ * ^ 0 sfrong performance from 

. toe automotive industry. 

■ -•ill , , .. - • — * — 1 — 1 - Compared with January, pro- 

-mum duct kxi grew 2.4 per cent and 

C - r :7 t l’--_ . year-on-year Increased more 

tn/to soverament's policies to 

frytos^^ domratlc demand began to be felt at toe turn 

Man ^ acturin 9 capacity is now being geared more 
to local consumption as toe significance of last year's export 
led growth declines. Robert Graham, Pais 

POLAND’S CURRENCY 

Move to slow appreciation 

Poland moved yesterday to slow the appreciation of hs cur- 
rency wften toe Monetary PoBcy Committee (RPFfl told toe 

k>W8 !^If rstefbrits °P 0n money market 
operations by 1 per cent to 23 per cent 

Short term capital inflows have pushed foretan cu rrency 
reservesup by $2.6bn In February to $22.9bn at toemdof 
toe month. 

The doty has also risen by 4.5 per cent against toe US dd- 
lar since toe beginning of this year. 

The firet two months of toe year saw the current account 
aenat reach $1.2bn, $123m more than in the same oeriod 
last year. 

Despite toe buoyant rioty, import spending In the first two 
months which was worth SS.7bn rose by 10 per cent on the 
same period last year. Christopher Bobinski, Warsaw 
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Portugal takes on mentor role to eastern Europe’s economies 


President Jorge Sampaio believes the 
experience of his country over the last '30 
years can show the east how to catch up ' 
wrth the west, writes Peter Wise 


Tytugaf straws fteWay 

Yakia added tj.stetetodprfry . 
.%rfGDP . . .. 

2D 1 I -1^ ; v 


J orge Sampaio, Portugal’s 
socialist president, told 
students at the School of 
International Jtelations in 
Kiev while on a visit to 
Ukraine last week that, hav- 
ing been a leader of a mili- 
tant student movement in 
the 1960s, he was looking for- 
ward to a lively discussion. 

He tried not to look dis- 
concerted as they queued 
politely at the microphone to 
ask respectful questions. But 
a restrained curiosity 
quickly emerged from 
behind the formality. It soon 
became clear that the issue 
for these young Ukrainians 
was much the same question 
as Mr Sampaio and bis com- 
panions had posed In their 
own youth when Portugal 
was poor, isolated anti uncer- 
tain: how do we become 
modern, democratic, prosper* 
ous Europeans? 

Mr Sampaio believes he 
has learned enou gh over the 
past 30 years to give Ukrain- 
ians and other east Euro- 
peans some of the answers. 

In that period, Portugal 
toppled an authoritarian 
regime, emerged peacefully 
from revolutionary turmoQ, 
privatised a state-dominated 
economy, made parliamen- 
tary democracy work, joined 
the European Union, almost 
caught up with western 
European living standards 
and qualified for economic 
and monetary nnirm 
Portugal is now eager to 
impart the benefits of its 
experience to east European 
countries which want to 
achieve gimiiav ambitions. 

At the same Hmp Mr Sam- 
paio believes pragmatic 
political and business advan- 
tages are to be won from 
making the lessons of Portu- 
gal's recent history available 
to emerging democracies. 

“The Portuguese transi- 
tion was the first to reveal 
the great strength of the 
wave of democratisa tion , 
which then went on to 
Greece, Spain, and Latin 
America," he told the Ukrai- 
nian students. 

“It was also the first time 
that, in a revolutionary situ- 
ation, democratic socialists 
prevailed over orthodox com- 
munists." In tibls sense, Por- 
tugal’s experience “antici- 


pated the overthrow of com- 
munist regimes in central 
and eastern Europe". 

While Mr Sampaio told 
Leonid Kuchma, the Ukrai- 
nian president, that he was 
impressed with the country’s 
“determination to build a 
democracy based on the rule 
of law anfl the mtiw human- 
ist values as our own", there 
Is something of an ambiva- 
lence in Portugal's attitude 
towards the former Soviet 
bloc. 

Far one thing , the market 
economies under construc- 
tion tn eastern Europe com- 
pete with Portugal for for- 
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elgn investment Most offer programme, one of the most 


a lower paid but better edu- 
cated workforce, production 
capacity much closer to big 
north European ma rkets and 
a higher level of technology 
in some industrial sectors. 

Moreover, when the main 
direction of European Union 
aid flows is switched from 
southern Europe and Ireland 
to the east European coun- 
tries joining the EU, Portu- 
gal will suffer a reduction in 
its level of EU funding. 

Portugal relies more 
heavily than any other EU 
member on so-called struc- 
tural and cohesion funds, 
which provide the equiva- 
lent of more than 3 per cant 
of gross domestic product 

Yet Portugal has opted to 
throw itself wholeheartedly 
behind the ElTs expansion 
to the east. In return, it 
expects its own claims for 
continuing to receive a high 
level of EU aid to be given a 
receptive hearing. 

Part of this strategy 
involves imparting the wis- 
dom of its emergence from 
dictatorship to any east 
European willing to listen. 

In Ukraine. Mr Sampaio 
and his delegation of busi- 
nessman. scientists and poli- 
ticians found an eager audi- 
ence. 

In the Ukrainian parlia- 
ment, persistent questions 
on how Portugal’s parlia- 
mentary system works led 
him to sketch a diagram of 
the relationships between 
the presidency, government, 
parliament and other institu- 
tions. The piece of paper 
remained behind as an “his* 
tonic document".' 


French expose 
divisions over 
plan for euro 


By Robert Mam in Paris 

The French parliament 
yesterday gave a lukewarm 
final endorsement to French 
membership of the planned 
single currency after a 
ragged two-day debate that 
exposed deep crosa-party 
differences over the 
"surrender” of sovereignty. 

A resolution sponsored by 
the Socialist-led government 
of Lionel Jospin was passed 
by 334 votes to 49. Mr 
Jospin's Communist allies 
refused to back the 
resolution, as did several 
other supporters of the 
adminis tration. 

The opposition ranks were 
also deeply split over the 
resolution and the Gaullist 
RPR walked out before the 
vote. s , 

The RPR changed its mind 
several times over a 48-hour 
period, ending up by not 
voting but tabling a motion 
of censure of government 
policy, to be debated next 
week- 

The more liberal UDF 
opted to vote for the euro 
resolution, believing it was 
wrong to confuse a 
commitment to the single 
currency with condemnation 
of government policy. 
Nevertheless, It eventually 
agreed to join its RPR ajhes 
In backing a censure motion. 

Doubts about the euro 
among both government 
supporters and the 
opposition come less than 
two weeks before the May 
2-3 summit to launch the 
single currency. 

They contrast sharply 
with the strong European 
commitment of President 
Jacques Chirac, who last 
week warned that F ranc e 
still needed to make farther 
efforts to reduce the budget 
deficit and liberalise the 
economy. 

In the debate Mr Jospin 
pointedly refuted this advice 
from the head of state. 

He went out of his way to 
reassure his Communist 
that France would not 
he at the mercy of 
fftwnnfli markets an ^ 


social and job creation 
policies would continue to 
have priority. 

Mr Jospin also pledged to 
ensure tha t members of the 
future European- Central 
Bank (ECB) would he called 
before national parliaments 
to explain monetary policy. 

The debate revealed little 
idealism about the future 
Europe of the single 
currency. 

Almost without exception 
speakers clung to the idea of 
a Europe of individual' 
nations with strong policy 
differences. 

Jack Lang, the Socialist 
veteran who heads the 
foreign affairs commission, 
caught the mood of both 
sides of the house, asking 
rhetorically: “A single 
currency without a common 
economic policy, isn't it 
likely to be very fragile at 
the mercy of the first stock 
market storm?" 

The Gaullist RPR was 
deeply riven. 

Its position also 
contradicted Its stance on a 
vote earlier this month 
which, approved a change in 
the Bank of France's 
statutes surrendering 
sovereignty on monetary 
polity to the future 
European Central Batik- j 

While the debate j 
proceeded, the finance | 
ministry further signalled j 
France's intention of playing 
a dominant role in the future ] 
Euro-X council, which will 
provide political direction to i 
macro-economic policy 
unde 1 the single currency, 

France aims to be well 
prepared for expected 
clashes with its partners an 
the question of its high 
budget deficit and fiscal 
harmonisation and 
yesterday staged the first 
meeting of a newty formed 
14-member ec on omic council 
tor the euro. 

The French are unique 
among the 11 countries 
likely to join the single 
currency in forming such a 
body. 

See feature: eoro and doflar 
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Ukrainian politicians were 
also keen to learn the details 
of Portugal's privatisation 


extensive and successful In 
Europe. Mr Sampaio drew 
attention to how privatisa- 
tion revenue had been used 
both to lower public debt 
and to restructure other 
state-owned companies in 
readiness for privatisation. 

Alberto Moreno, a econo- 
mist who works with the 
World Bank on an inter- 
change programme between 
Portugal and east Europe, 
says one the most import les- 
sons to be learned from the 
Portuguese experience is the 
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need to create effective com- 
petition in sectors that are to 
he privatised. 

Portuguese businessmen 
believe they have other expe- 
riences that can work to 
their advantage in east 
Europe. One of these is a 
familiari ty with the same 
kind of stifling, time-con- 
suming bureaucracy pro- 
duced both by the Salazar- 
Caetano dictatorship in Por- 
tugal and the communist 
regimes of the former Soviet 
bloc. 

“We understand the men- 
tality behind the red-tape 
and how officials have to 
take their time because they 



are justifying the existence 
of their jobs," says Pedro 
Soares dos Santos, bead of 
the east European 
operations of JerOnimo Mar- 
tins, Portugal's second larg- 
est retail distribution nTnjfri. 
“This makes us more effec- 
tive than many other foreig r* 
investors.” 

Advice is not all Portugal 
is sharing with eastern 
Europe. Over the past four 
years, JerOnlmo Martins has 
invested $20Qm in setting up 
the largest food retail chain 
In Poland. It will be operat- 
ing more than 400 stores by 
the end of this year and fore- 
casts 1998 sales of $600m. 


Several other Portuguese 
companies have followed 
with Investments in Poland. 
Hungary, Russia and neigh- 
bouring countries. " 

“East European markets 
are less competitfve.-in many 
sectors than any of the EU 
markets,” says Mr Soares 
dos Santos. “That makes 
them a natural target for 
Portuguese companies find- 
ing there is no room left far 
expansion at home. By mov- 
ing into east Europe we 
stand to benefit all over 
again from the flow of EU 
funds that has stimulated 
such* strong economic 
growth in Portugal.” 


By James Bfitzte Rome 

Antonio Fazio, Bank of Italy 
governor, yesterday warned 
the government that it 
needed to press more 
quickly towards balancing 
the budget even though 
European Union finance 
ministers had , warmly 
approved its recent financial 
plan . 

A day after Mr Fazio 
delighted Italian ministers 
by cutting the discount rate 
by half a percentage point to 
5 per cent, he warned that 
failure to make deeper and 
faster cuts in public spend- 
ing could expose the country 
to unfavourable develop- 
ments in the world economy. 

Appearing before the Ital- 
ian parliament’s Joint budget 
committee, Mr Fazio gave 
overall approval to an out- 
line three-year budget plan 
designed to ensure that Italy 
qualifies for economic and 
monetary union. 

But Mr Fazio, one of the 
few people in Italy prepared 
publicly to criticise the gov- 
ernment's economic policy, 
warned that deeper struc- 
tural cuts needed to lie made 
in welfare spending and tax- 
ation. The government's 
assumptions for lower inter- 
est rates and debt reschedul- 


ing over the next three years 
could also prove optimistic. 
The government’s plan 
assumes til-month rates will 
be constant at 4^ per cent 
between 1999 and 2001. Mr 
Fazio warned the figure 
could be higher. 

The Italian government 

this week set out plans to 
reduce its budget deficit 
from last year’s level of 2.7 
per cent of gross domestic 
product to l per cent by 2001. 
moving towards balance 
after that 

The plan was applauded 
by Italy's EU partners. Ger- 
rit Zaim, the Dutch finance 
minister who has consis- 
tently opposed Italian entry 
into Emu. described Carlo 
Azeglio Clam pi, his Rome 
counterpart, as "a tough 
nut". 

However, Mr Fazio warned 
yesterday: “More rapid 
attainment of the balanced 
budget is necessary. . . to 
ensure the economy Is less 
vulnerable to unfavourable 
cyclical developments and 
movements in international 
markets." 

He also cautioned the gov- 
ernment that welfare spend- 
ing was still growing as a 
proportion of gross domestic 
product, despite "significant 
corrections" In recent years. 
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Not if you’re 
working 
with SG. 


SC is the new name for Societe Gen&rale 
Group’s international businesses: 

■ Commercial and investment banking 

■ Asset management 

■ Private banking 

The SG mark is more than just a symbol: 
it stands for a commitment to apply our 
expertise to achieve our clients’ objectives, 
not just today but for the long term. 


Our recent acquisitions; Hambros Banking 
Group, Cowen & Co, Barr Devlin, and 
Yamaichi Asset Management strengthen 
still further our presence worldwide. 

The Societe Generate Group is the eighth 
largest European bank and sixteenth 
worldwide in terms of assets, and is in 80 
countries with 55,000 people worldwide. 
It Is also a leading retail bank in France. 
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CHINA-TAIWAN RELATIONS HOPES RISE OF THAW IN A COOL RELATIONSHIP AS NEGOTIATORS MEE T TO DISCUSS HOW PUTURE^RO^^TRAfrjCOOTACTSJWg^^BE^PEyE^PED^^ 

Beijing’s talks with Taipei resume after three-year break 


By James Kynge fa Be^ig 

Negotiators from China and 
Taiwan met for the first time 
yesterday in nearly three 
years, raising hopes of a 
thaw in a relationship that 
has helped cool Washing- 
ton's ties with Beijing. 

Taiwan’s negotiator. Jan 
Jyh-homg, expressed a hope 
as he arrived in Beijing that 


the two long-standing rivals 
would be able to “bid fare- 
well to harsh winter and 
embrace spring". 

The island of Taiwan split 
from China at the end of the 
Chinese civil war in 1949. 
Bering regards it as a rene- 
gade province and threatens 
to attack if it ever declares 
independence. 

Mr Jan, who is a deputy 


secretary general of Taipei's 
Straits Exchange Foundation 
(SEP), said he had come to 
discuss how future contacts 
might be deepened. The 
meeting's main significance 
lies not in its substance, but 
in the symbolism that both 
sides are on speaking terms 
once again. 

One topic may be whether 
a second round of negotia- 


tions between Wang Daohan. 
China's top negotiator with 
Taiwan, and his counterpart 
Koo Chen-fu can be 
arranged. 

The first Wang-Koo talks 

were held in Singapore in 
1993, and led hi subsequent 
lower-level talks on “techni- 
cal” matters, but not on sen- 
sitive political issues such as 
the possibility of reunifica- 


tion. The talks this week 
between Mr Jan and his 
m ainl and counterpart, Li 
Yafei. of the Association for 
Relations Across the Taiwan 
Strait, are also characterised 
as ■‘technical*’ in na ture. 

Bering’s wish to move to 
political dialogue - as a pre- 
cursor to tackling the ques- 
tion of reunification - may 
also be discussed this week. 


The resumption of dia- 
logue is an indication that a 
central impediment to 
improved U&Chlna ties has 
been removed, diplomats 
spirt ft was China’s anger at 
a US decision to grant Lee 
Teng-hui, Taiwan's presi- 
dent a visa In 1995 that 
prompted Beijing to break 
off the talks. 

Diplomats said Washing- 


ton had recently been exert- 
ing some pressure behind 
the scenes to bring Taipei 
back into discussions. With 
President Bill Clinton sched- 
uled to attend a summit in 
Belling in June, this week’s 
taiicfi may be held up as 
proof that China and the US 
have put behind them mem- 
ories of Mr Lee’s 1995 trip. 

But there appears to be 


Water shortages 
loom for China 




Foreign banks 
easing of yuan 


By Peter Montagnon, 

Asia Editor, in London 

China faces a growing 
shortage of water which will 
hit farmers, affect living 
standards and force a steep 
rise in grain imports in the 
medium term, according to 
Lester Brown, the US econo- 
mist who created a stir three 
years ago with a stark warn- 
ing about the ability of the 
world's most populous coun- 
try to feed itself. 

The new study may focus 
debate on water, a hi ther to 
neglected issue which he 
says is “a political tightrope" 
for the government in Bei- 
jing. Written jointly with 
Brian Halweil at the Wash- 
ington-based Worldwatch 
Institute of which he is presi- 
dent, the study is to he pub- 
lished in the summer. 

Mr Brown's earlier fears, 
expressed in a 1995 book, 
that Chinese demand would 
prompt a sharp rise in world 


grain prices and threaten 
world food security were 
widely seen as exaggerated, 
hut his high profile stric- 
tures drew broad attention 
to the massive food needs of 
the country's increasingly 
affluent population. 

Residential demand for 
water is projected to 
increase to 134bn tonnes a 
year by 2030 from 3ibn 
tonnes in 1995, the study 
says, while industrial 
demand will jump to 269bn 
tonnes from 52b n. Agricul- 
tural demand will rise to 
665bn tonnes from 400bn 

Nearly half of China's 617 
cities already face water 
shortages. The water table 
beneath much of northern 
China, where 40 per cent of 
the country’s grain is pro- 
duced. has fallen an average 
of 1.5 metres a year for five 
years, and 80 per cent of Chi- 
na's rivers are so polluted 
they no longer support fish. 

The Yellow River, which 



A cycOst enjoys the puddles to Beijing where the springs rains arrived yesterday 


has run dry pgfh year since 
1985. failed for some mon ths 
last year to reach Shandong 
province, which grows a 
fifth of China's wheat and a 
seventh of its maize. 

“Farmers simply cannot 
compete economically with 
industry for water." Mr 
Brown says. “A thousand 
tonnes of water produces 


one tonne of wheat which 
has a market value of >200, 
while a thou^nd tonnes of 
water used in industry yields 
an estimated $14,000." 

China wants to protect 
agriculture in fertile down- 
stream regions, bat the need 
for water upstream is “over- 
whelming" as China seeks to 
redistribute income to the 


interior of the country and 
prevent a ma ss pmrtna to its 
coastal cities. 

China must restructure Its 
economy to make it more 
water-efficient, Mr Brown 
says. China uses from 23 to 
56 tonnes of water, to make a 
tonne of steel, whereas the 
US, Japan and Germany use 
less than sir trrrm pK. 


By James Kynge in Be$ng 

Foreign hankers made a 
strong appeal yesterday for 
China to relax restrictions 
which hamper their lending 
business in the local yuan 
currency. 

John Beaman, country cor- 
porate officer at Citibank in 
China, said that a recent 
experiment under which 
nine foreign - banks were 
given licences to conduct 
business in yuan had not 
yielded positive results. 

“Far the last four or five 
months, Citibank’s renminbi 
[yuan] business has gone 
nowhere,” said Mir Beemarn 
He described the yuan busi- 
ness done by foreign banks 
in China so for as “peanuts”. 

In roughly a year since the 
nine foreign banks started to 
conduct lending and deposit 
taking business in yuan, 
total loans of Yn519m (583m) 
have been extended and 
deposits now total Yn566m. 


The main reason for the low 
levels of business was that 
foreign hanks are allowed to 
take yuan deposits only from 
foreign-in vested companies 
in the area of Shanghai 

Mr Beeman, Michael Volz- 
Kjer, general manager of 
Dresdner Bank in China, and 
Christian Murck, senior 
country officer of Chase 
Manhattan Bank, said that 
all restrictions on foreign 
banks doing yuan business 
should be lifted. 

Such a step, they argued, 
would increase competition 
and spur overdue reforms in 
China’s banking system. 

Calls for faster banking 
liberalisation have been a 
theme of a World Economic 
Forum meeting in Beijing 
this week. 

Nicholas Lardy, senior fel- 
low, foreign policy studies at 
the US Brookings Institu- 
tion. said that an opening of 
the yuan market to foreign 
banks would facilitate the 


Coalition split over LDP bid to dilute corruption bill 
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By NSchiyo Nakamoto In Tokyo 

Minority partners in the 
ruling coalition of Ryutaro 
Hashimoto, the Japanese 
prime minister, have threat- 
ened to poll out If an anti- 
corruption bill is watered 
down. 

The Liberal Democratic 
party (LDP), which domi- 
nates the coalition, has also 
been rocked by internal 
party protest against the 


bill, which is designed to 
prevent so-called “pork-bar- 
rel" politics. 

The Social Democratic 
party and the New Party 
Sakigake, both junior mem- 
bers of the government, say 
proposed exemption clauses 
in the bill, which is designed 
to stop politicians from 
receiving money for influ- 
ence-peddling; would make a 
force of the legislation. 

Their withdrawal is 


unlikely to force an election 
but. with declared support 
from dissident members of 
Mr Hashimoto’s LDP, this 
latest development will 
increase the pressure on the 
beleaguered prime minister. 
The LDP has dismissed the 
threat from its minority 
partners in large part 
because it has regained its 
majority in the powerful 
lower house of parliament. 

Mr Hashimoto Is already 


under intense pressure at 
home and abroad for his 
handling of Japan’s troubled 
economy. 

To appease LDP politi- 
cians, who say the bill would 
in effect remove a key lever- 
age with voters in constitu- 
encies, the LDP has inserted 
a clause that exempts money 
received and registered 
under a separate law. This 
clause allows politicians to 
receive donations of up to 


Y500.000 ($3300) a year. 

' “Even dirty money will be 
legally protected up to 
Y5QOJOOO ” says Takako Doi, 
leader of the socialists. 

Influence peddling is 
regarded by many LDP poli- 
ticians as part and parcel of 
their job. To deny influence- 
peddling “is to deny politi- 
cians themselves,** one LDP 
member of parliament said 
in an interview. 

Accepting political dona- 


tions in exchange far ensur- 
ing a bridge or road is built 
in a particular constituency 
is normal practice in Japan. 

The rift between the gov- 
ernment parties comes as 
the LDP prepares to unveil 
the details rtf its last eco- 
nomic stimulus package 
today. 

• The head of the Japan 
Communist party yesterday 
called for an opposition alli- 
ance to reduce the consump- 


tion tax to 3 per cent, revoke 
tiie fiscal reform law, which 
commits the government to 
budget cuts, and topple the 
government of Mr Hashi- 
moto. Although the opposi- 
tion is united by its common 
opposition to Mr Hashimoto 
and its demand for greater 
measures to boost the econ- 
omy. the broader divisions 
are still too great for it to 
pose any real threat to the 
prime minister. 
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Malaysia-Thai gas deal may 
serve as model for SE Asia 
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Ted Bardacke 

reports on a deal to 
share a disputed 
offshore resource 

I t was the kind of occasion 
south-east Asia needs a bit 
more of these days. Yester- 
day Malaysia and Thailand 
put wgiHe a long-running bor- 
der dispute and agreed to 
share equally the natural 
gas jointly produced In an 
offshore area that both-clahn 
as their territory. - 
Witnessed by the coun- 
tries’ prime ministers, 
Mahathir Mohamad and 
Oman Lee k pai. a gas sales 
deal for the Malaysian- Thai 
Joint Development Area 
(MTJDA). eods : two decades 
of negotiations over 7,250 sq 
km in the jGulf of Thailand 
rich in hydrocarbons. 

The Petroleum Authority 
of Thailand; (FIT) and 
Petronas of Malaysia will 
each get 50 per cent of the 
natural gas produced in the 
area - expected to be 640m 
cu ft a day beginning in 2001 
- and jointly develop and 
run a pipeline and gas sepa- 
ration plant near the 
southern Thai city of Song- 
kla. 

While the region's coun- 
tries bicker about how to dis- - 
perse the thick smog cover- 
ing much of south-east Asia 
and are unable to mount a 
common strategy to deal 
with the economic chaos, the 
MTJDA ifi a victory for 
co-operation - albeit bilat- 
eral - in the region. And the 
experience gained could 
serve as a model for defusing 
the tensions surrounding the 
myriad of overlapping 
claims between China and 
south-east Aslan nations in 
the South China Sea. 

But if the MTJDA Is going 
to be used as a precedent to 
solve other disputes, rough 
going can be expected. The 
area was formally estab- 
lished in 1979 when both 
governments noted that 
“existing negotiations 
between the two countries 
on the delimitation of the 
boundary may continue for 
some time”. It was not until 
1991 that the agreement was 
ratified; it took three more 
years to award exploration 
concessions in the area. 

“We had to adjust our leg- 
islation to allow for produc- 
tion sharing. It took a long 
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time and a lot of willingness 
to compromise. “ says Mr 
Nopadon Mantajit, director 
general of ThaflantTs Depart- 
ment of Mineral Resources. 

And despite its success. 
Joint development is not the 
ideal commercial arrange- 
ment, says Prajya Phiny- 

awat, president of ptt 

Exploration and Production, 
one of the MTJDA’s contrac- 
tors. 

“The main difference Is 
you are forced into a part- 
nership ... and it's 5060. The 

partners have to have the 
same objective or it doesn’t 
worts," says Mr Prajya. Thai- 
land,. for example, was 
unable to link production in 
the area with its main pipe- 
line grid In the gulf, as some 
executives wanted. It had to 
keep the production in the 
south, where It could be 
shared with Malaysia. 

D rawing a border is the 
route Thailand chose 
with Vietnam last year 
whan it settled an offshore 
dispute that stretched back 
to 1973. In this case demarca- 
tion will allow for petroleum 
exploration, with either side 
required to give the other 
some revenue if an under- 
ground reservoir straddles 
the border. 

Next on the list for Thai- 
land is its large overlapping 
claims area with Cambodia. 
Thailand is awaiting a 
response for a new round of 
talks, which could begin 


after Hon Sen. the Cambo- 
dian premier, visits Bangkok 
to May. Mr Nopadon says 
Thailand is willing to 
explore either joint develop- 
ment or a border. 

But if the joint develop- 
ment deals can indeed be 
done and there is growth 
experience hi the region over 
how to reach such deals, can 
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little, if any. change in the 
fundamental tensions that 
make for turbulence in 
cross-strait relations. Taipei 
is still trying to Increase its 
diplomatic standing; It 
announced yesterday it 
wanted to change its official 
t v-imp (Taipei. China) at the 
Asian Development Bank to 
remove any hint that it is 

subordinate to China. 
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ask for 
curbs 

n transfer of skills to Chinese 
it banks. 

0 “This financial system 
a does not have anywhere 
s near the level of competition 

to enforce the reforms that 
s- the government has 
if planned," Mr Lardy said, 
a china plans to complete 
r most of the necessary 
e reforms to its state-domi- 
,t nated banking system within 
a three years. But Zhang Xun- 
s hai, deputy director of the 
foreign financial institutions 
l, at the People's Bank of 

1 China - the central bank - 
i said that yuan business for 

foreign banks cannot be 
l fully opened at this 
i time. 

: Liberalisation can only be 

l achieved as fast as the cen- 
tral bank expands its ability 
to regulate the changes, said 
t Mr Zhang. 

“When conditions are 
f ready, we will expand the 
i pilot project to more flnan- 
> rial institutions,” he said. 

Indonesia 
takes 
steps on 
reforms 

By Sander Tboenes In Jakarta 

; Indonesia yesterday 
i implemented part of its 
i reform agreement with the 
International Monetary 
Fund with measures to ease 
trade and investment, sal- 
vage the ailing banking sec- 
tor and encourage debt 
rescheduling. 

With this package of mea- 
sures. the government 
claimed it had met a first 
deadline in the agreement 
reached with the IMF earlier 
this month, and said it 
hoped the Fund would 
approve a second tranche of 
$3bn in standby credits on 
May 4. 

The IMF office in Jakarta 
would not comment but the 
list of measures came close 
to delivering what had been 
expected. 

The package lacked a 
decree to make loan loss pro- 
visions fully tax deductible, 
however, and its decree an 
bankruptcy applied only to 
Jakarta. The justice minis- 
ter. Muladi, did not explain 
when a nationwide decree 
would be issued but said the 
capital would be a testing 
ground for the special courts 
that will rule on bankruptcy. 

The government replaced 
a controversial ban on the. 
export of palm oil products 
with export taxes cf up to 40 
per cent for crude, allowing 
one of the country’s growth 
industries to earn expert 
revenues again. Indonesia 
imposed the ban last autumn 
when a collapse of ..the 
rupiah made exports much - 
more attractive than supjfiy- 
mg to the domestic marked 
at controlled prices. . 

Tanri Abeng, minister jibr 
state enterprises, listed , 
seven state groups to. brptf 1 
vatised. including a troubled 
steel mill, a coal znlne,. 8 
lucrative plantation- a 
toll road company. The 
ernment was Iftdy'-tO'qptfcr 
direct placement thrifogfr 
Jitoited tenders, ha«0ft;-> 

The central hank raised 
the commercial bank csspital. 
requirement to. Rp258bn 
($3lm), a quarto 1 of what it 
had planned. Officials 
changed their minds for fear 
of driving too many banks 
into the ground and discour 
3 sing bad l oa n proyiskffllnZ- 
The finance minister. Fuad 
Ba wazier, also reported pros* 
ress in encouraging some of 
the 54 ailing banks under 
supervision of a new state 
agency to recapitalise or 
merge. He said four private 
hanks were about to regain 
independence, two shite 
hanks were to merge and J 
third would be recapitalised 

by the government Central 

hank support for the banks 
is still rising, however. ■ 

"It’s definitely ^ood new* 

that they’re meeting condi- 
tions of die IMF," on® 
ket analyst said. “But we» 
still a long way from ha™* 
the problem sated out" 
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AP PROVAL OF IMPORTANT LEGISLATION LIKELY TO 8E DELAYED BY FATAL HEART ATTACK OF LUIZ EDUARDO MAGALHAES 


Second death upsets Brazilian reform 


By Geoff Dyer Id S8o Paulo 


The Brazilian government's 
programme of reforms has 
been thrown into disarray by 
the death of Luiz Eduardo 
MagalhSes. the leader of the 
government in the lower 
house of Congress and the 
second important politician 
to die in 48 hours. 

Mr Magalhaes. who died 
on Tuesday night at the age 
of 43 after suffering a heart 


attack, was responsible for 
pushing the government’s 
reforms through Congress 
and was considered a strong 
candidate for the presiden- 
tial elections in 2002. 

Coming two days after the 
death of Sergio Motta, the 
m i nis ter of co mm nnifa tiftnn 
and the other government 
deal-maker with Congress, 
the news represents a set- 
back for the government’s 
economic reform plans. 


In a measure of the impor- 
tance of Mr Magalhaes to the 
government, Fernando Hen- 
rique Cardoso. Brazil’s presi- 
dent, cut short a four-day 
state visit to Spain to attend 
the funeral yesterday. 

The deaths of Mr Motta 
and Mr Magalhaes could 
delay the approval of Impor- 
tant legislation, including 
reform of the social security 
system, unto at least after 
October’s general election. 


Luiz Carlos Santos, who 
was minister for political co- 
ordination until last month's 
cabinet reshuffle, said it 
could be “very difficult to 
get the [social security] bill 
through in this year". 

Some analysts said Con- 
gress would be paralysed 
over the next couple of 
weeks while the political 
parties tried to come to 
terms with the two deaths. 
From June. Congress is 


expected to grind to a halt as 
politicians begin campaign- 
ing for the elections. 

The social security bill is 
the centra] part of the gov- 
ernment's strategy to tackle 
its large budget deficit, 
which readied 6.1 per cent of 
gross domestic product last 
year and which economists 
believe is the principal 
threat to Brazil's new-found 
economic stability. 


from the north-eastern state 
of Bahia, and Mr Motta were 
the central figures in the 
government’s negotiations 
with Congress - Mr Magal- 
haes in the legislature and 
Mr Motta from the executive 
branch of government 
However, Walder de G6es. 

a political analyst in Bra- 
silia, said their deaths 
increased the chances of 
early approval of the 
reforms. “The politicians 


Mr Magalhaes. a deputy 



Dispossessed farmers take shine 
off Mexican copper mining 


Only a stay of execution on a court ruling can prevent the 
original owners of disputed land from recovering their property 
from a subsidiary of Grupo Mexico, writes Leslie Crawford 


'or seven years, djspos- 
■ sessed farmers have 
been fighting the govern- 


ment and the biggest mining 
company in Mexico for a 
treasure nestling in the foot- 
hills of the Sierra Madre. 
Today, the farmers say their 
long legal battle will have 
come to an end. 

Mexicans de Cobre, a sub- 
sidiary of the mining con- 
glomerate Grupo Mexico, 
last month lost an appeal to 
have its case heard before 
the Supreme Court, and has 
been ordered to return 1.500 
hectares of expropriated 
land to the fa rming commu- 
nity of Pilares de NacozarL 
Unless there is a stay of exe- 
cution. the land must be 
returned to its original own- 
ers today. 

The disputed property is 
the site of Mexicans de 
Cobre's La Caridad complex, 
which includes the largest 
copper mine in Mexico, a 
copper smelter and refinery, 
and a second refinery for 
precious metals that is 
under construction. La Cari- 
dad employs 3,500 people, 
produces more than half the 
country’s copper output, and 
last year, contributed 3600m 
to Grupo Mexico’s total reve- 
nues of Jl-2bn. 

The farmers’ victory, in a 


country where great wealth 
often bought political 
patronage and legal favours, 
is being hailed as a dramatic 
break with the past 

As a result of President 
Ernesto Zedillo’s judicial 
reforms. Mexico's discredited 
courts are being encouraged 
to assert their independence. 

But the ruling has also 
underscored the tenuous 
nature of property rights in 
Mexico, and is likely to 
unsettle domestic and for- 
eign investors who have 
built fortunes on the coun- 
try's shifting legal terrain. 

The site of the mine has a 
long, chequered history. 

In 1974, one-quarter of the 
ejido, or farming community, 
of Pilares de Nacozari was 
expropriated by the govern- 
ment of Lois Echevarria to 
make way for a mining com- 
plex. which was developed in 
conjunction with private 
mining investors, including 
the wealthy Larrea family. 

During the debt crisis of 
the 1980s, the venture went 
bust and was placed in a 
government trust. When 
Mexicans de Cotoe was pri- 
vatised in 1988, Jorge Imrea 
offered the winning bid. 

In another privatisation 
two years later, Mr Larrea 
acquired Cananea, the oldest 


copper mine in North Amer- 
ica, and became Mexico’s 
undisputed copper king. 

Because of Mexicans de 
Cobre's economic impor- 
tance. no one expected the 
dido's grievances against 
the company to prosper. 
That they have owes much 
to Edmundo Rivera, the 47- 
year-old president of the 
dido, who transformed the 
legal battle into a personal 
crusade. When Mr Rivera 
inherited his grandfather's 
ranch, he returned to Pilares 
de Nacozari to encounter a 
ghost town. The last copper 
vein at Pilares. mined since 
1895 by the Moctezuma Cop- 
per Company of Douglas. 
Arizona, had petered out in 
the 1940 b. The dido had 
turned to cattle ranching on 
a government land grant, 
but the huge new min ing 
complex built on their expro- 
priated property was poison- 
ing their streams and killing 
their cattle. 

Mr Rivera, the only 
rancher with a college 
degree, was determined to 
make Mexicana de Cobre 
pay for the damage. He 
learned that under Mexican 
law, mining co mpanies were 
obliged to pay royalties to 
owners of expropriated land. 
But he says Mexicana de 


Cobre refused to discuss the 
issue. “When I first threat 
ened to take them to court,” 
Mr Rivera recalls, “the com- 
pany laughed at my impu- 
dence. They said I was a 
nobody anrt a madman and 
that I would fail." 

In 1991, Mr Rivera's long 
pilgrimage through Mexico's 
court system began. Four 
years ago, the Supreme 
Court represented by a col- 
legiate tribunal in the state 
of Sonora, annulled the 
expropriation decree. But 
the government, which had 
sold Mexicana de Cobre to 
Mr Larrea for $1 Jbn in 1988, 
tried to override the tribunal 
by ordering a second expro- 
priation. The new expropria- 
tion decree was also thrown 
out by the Sonora court 

The latest court order has 
thrown the Mexican govern- 
ment into disarray. In effect 
it has been ordered to return 
land It no- longer owns. 
Than is a degree of social 
and political difficulty in 
complying with the Supreme 
Court ruling," says Hector 
Garcia Quinones, deputy 
minister of agrarian r efo rm. 
“1 cannot tell what will hap- 
pen. There may be other 
ways to compensate the 
dido." 

Last month, however, the 
Ministry of Agrarian Reform 
notified Mexicana de Cobre 
of the court ruling and gave 
the company 30 working 
days “to remove. . . all pos- 



sessions other than soil so as 
to restore the land to the 
co mmuni ty of Pilares de 
Nacozari". 

“If Mexicana de Cobre 
does not comply with the 
Supreme Court ruling,- says 
Rafael Acnfia, the dido's 
lawyer, “it will be in con- 
tempt of court." The com- 
pany thinks differently. Ser- 
gio Ferrer, the company’s 
legal counsel, said Mexicana 
de Cobre would not vacate 
its installations. 

However, he declined to 
explain what steps Grupo 
Mexico would take to defend 
its property. Despite Mr Fer- 


rer’s nonchalance, the dis- 
pute has come at an awk- 
ward time for Grupo M&xico. 
Earlier this month, Grupo 
Minero Mexico, the holding 
company for Grupo Mexico’s 
mining operations, raised 
$500m in long-term bonds 
among international inves- 
tors. 

At Pilares de Nacozari. Mr 
Rivera said the ejido was 
prepared to settle ont of 
court It will demand 3200m 
to cover royalties it has not 
received and future compen- 
sation for the expected life of 
the mine. 


hopes 

will turn out in huge num- 
bers to vote next week as a 
way of honouring Luiz 
Eduardo," he said. 

Mr MagaHtfes was being 
groomed by his party, the 
right-wing Liberal Front, the 
largest in Congress, to be its 
candidate for the presidency 
in 2002. The PFL’s loyal sup- 
port of Mr Cardoso was 
partly designed to make Mr 
Magalhaes the president’s 
natural successor. 


Disney 
tries a 
real roar 

By Richard Tomkins 
in New York 

Walt Disney yesterday 
opened its biggest and most 
unusual theme park yet: the 
3800m Animal Kingdom, a 
safari park and adventure 
playground as part of its 
Walt Disney world leisure in 
Orlando. Florida. Animal 
Kingdom departs from Dis- 
ney’s earlier theme park con- 
cepts by relying on living 
animals as well as Cake ones. 

The park is the fourth to 
open as part of Walt Disney 
world. With the Magic King- 
dom, Epcot and Disney-MGM 
Studios, it will help 
strengthen Orlando’s posi- 
tion as the biggest tourist 
destination in the US. 

Its centrepiece is a lio-acre 
safari park transformed by 
Disney from featureless Flo- 
rida cattle pasture into a pic- 
ture-perfect piece of African 
sav annah. 

Guests line up to ride in 
open-backed tracks which 
take. them on a tour of the 
safari park. Disney says 
people probably see more 
elephants, giraffes, zebras, 
lions and crocodiles than 
they would on a genuine 
African safari. 

Disney encourages the ani- 
mals to be in the right place 
at the right lime by placing 
tempting food at strategic 
points and restricting the 
animals’ movements with 
well-disguised moats and 
barricades. 


Leading 

Peruvian 

militant 

captured 

By Safly Bowen in Lima 


President Alberta Fujimori 
has confirmed the capture of 
Domingo Quinteros Ayllon. 
a leading militant in Peru's 
pro-Maoist SenderD Lumin- 
oso (Shining Path) guerrilla 
group. He was formerly a 
me m b er of the group's inner 
circle and friend of Abimael 
G uzman, the guerrilla move- 
ment’s founder-leader. 

Mr Quinteros (alias “Com- 
rade Luis"), said to be one of 
the movement's principal 
ideologues, was arrested in a 
Lima suburb together with 
three other Sendero mili- 
tants. 

All belonged to the 
so-called “Red” faction of 
Sendero. which comprises 
those militan ts still at large 
who have refused to give 
themselves up and bow to 
the peace Initiative which 
Mr G uzm an launched sev- 
eral years ago from his high- 
security prison celL 

Although Sendero L uniin - 
oso is no longer considered a 
threat to Peru’s internal 
security, it has so far proved 
impossible to eliminate these 
small fighting bands of the 
Red faction or capture its 
leader. Oscar Ramirez Dur- 
and (“Comrade Feliciano”). 
The columns that survive 
are concentrated in the 
Upper Huallaga valley, 
where Sendero has long had 
a hand in the illegal cocaine 
trade and in the mountains 
between Ayacucho and the 
jungle of Apurimac. 

Analysts say over the past 
year Sendero has been 
rebuilding a presence in the 
impoverished shanty towns 
around Lima and other big 
cities. Setting aside their for- 
mer strategy of coercion and 
cruelty, militants have taken 
up popular causes such as 
complaints about water 
shortages or electricity tar- 
iffs in an attempt to ingrati- 
ate themselves and win sta- 
tus as local political leaders. 

President Fujimori gave 
credit for the most recent 
capture to the joint effort of 
the counter-terrorist police, 
Dindote. and the national 
intelligence service. Sin. 
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ALGERIAN ECONOMY ONE-YEAfi_EXTENSION OF IMF PROGRAMME PROPOSED TO REASSURE CREDITORS 

IMF urges Algeria to extend credit facility 


GDPgwfltW 


investors and help relieve 
the uncertainty of the 
volatility in oil prices. 

The Algerian regime has. 
repeatedly insisted it does 
not nod to renew the IMF 
facility. And, last March, the 
government made the first 
payment to commercial debt 
creditors since the 1996 Lon- 
don Club rescheduling, sig- 
nalling that it would not 
seek another rescheduling 
this year. 

Analysts, however, believe 
that the government may 
agree at least to a limited 
facility, which would not 
appear as a continuation of 
the IMF programme. 

Algerian oil prices are 


about $3 below the Algerian 
budget projection for this 
year and the government 
faces a heavy debt service of 
nearly $5tm during 1998. 

With the promised privati- 
sation programme still fail- 
ing to take off, the economy 
remains heavily dependent 
on oil and gas, which 
account for more than 95 per 
cent of foreign exchange rev- 
enues. A recent report by 
the official National Eco- 
nomic and Social Council 
found that non-oil and g as 
exports declined by more 
than 40 per emit last year to 
only $435m. 

The council last week gave 
a sober analysis of the eco- 


nomic situation, warning of 
an aggravation in the social 
crisis. Ahmed Ouyahia. the 
prime minister, also admit- 
ted recently the government 
realised Algerians were hy- 
ing “a social heU". 

The council said gross 
domestic product declined 
by 1 per cent last year, 
worse than projected, and 
compared with 4 per cent 
growth in 1996. The indus- 
trial sector registered 
another bad year, with a 7 
per cent decline 

In a country suffering 
from an acute housing short- 
age, housing construction 
stagnated again last year, 
with the building of only 


just over a third of the 
300,000 new homes needed 
every year to satisfy 
demand- This falls far short 
of government plans 
announced last year of creat- 
ing 800,000 new homes by 
200L 

The council called for 
urgent policy decisions to 
stem social deterioration and 
rising unemployment. Offi- 
cially, the unemployment 
rate is more than 28 per cent 
but is more acute among the 
young, 

Some 96^00 workers lost 
their jobs last year as the 
government attempted to 
restructure or liquidate mon- 
ey-losing enterprises, said 


the council. 

• The European Union yes- 
terday criticised Algeria's 
continued refusal to a llow 
United Nations rapporteurs 
cm torture and extra-judicial 
feTTiirtg a into the country. In 
a non -binding declaration 
made at the UN Human 
Rights Commission in 
Geneva, the UK, represent- 
ing the EU presidency, 
reminded the Algerian gov- 
ernment of its obligation to 
cooperate with the UN Com- 
mission. A similar statement 
was made by the US. 

Algeria was not officially 
on the agenda of the com- 
mission, in spite of h uman 
rights organisations’ 
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repeated appeals, and EU 
members failed to reach con- 
sensus on introducing a res- 
olution to pressure Algiers 
into accepting UN Investiga- 
tors. 

Mohamed Salah Dembri, 
Algerian ambassador, yester- 
day insisted that his govern- 


By Mark Knband in Cairo and 
Avi MadtDs in Jerusalem 

Egypt and Israel will 
attempt to break an 11- 
month cycle of worsening 
relations when Benjamin 
Netanyahu, the Israeli prime 
mini ster, visits Cairo next 
week under pressure to 
respect agreements on an 
Israeli troop withdrawal 
from Palestinian areas. 


v*> 


The visit, his first to Egypt 
since last May, will allow 
Hosni Mubarak, the Egyp- 
tian leader, to explain the 
Arab view that unless Israel 
withdraws its troops from 
areas of the West Bank by 
mid- June, as agreed in 
interim accords, the peace 
process will collapse. He will 
also convey the views of 
Yassir Arafat, president of 
the Palestinian Authority, 


who is due in Cairo on the 
same day. 

Mr Mubarak’s decision to 
invite Mr Netanyahu comes 
despite his public statement 
that he does not trust the 
Israeli leader. At the meet- 
ing, Mr Netanyahu win try 
to “make sure relations with 
Egypt are on a correct 
plane,” according to an 
Israeli official. 

The talks will follow a 


visit to the region this week- 
end by Dennis Ross. US Mid- 
dle East peace envoy, and 
are in advance of separate, 
meetings that Madeleine 
Albright, US secretary of 
state; plans to hold with Mr 
Netanyahu and Mr Arafat in 
London on May 4. An 
adviser to Mr Arafat said the 
flurry of activity represented 
a “desperate attempt by all 
Involved to try to save 


the peace process”. 

When Mr Netanyahu 
returns from Cairo be will 
face increasing domestic 
pressure a h ea d of the Lon- 
don talks. 

Israelis who plan to live at 
Bar Hama, the c on tro v ers ia l 
Jewish settlement in Arab 
East Jerusalem at the core of 
the peacemaking crisis, are 
planning a large demonstra- 
tion at the site next week. 


The demonstration - 
which settlers say would 
include 80,000 protesters - 
could spark new Israeh-Fal- 
es tlnlan tensions ahead of 
the London meetings. 

It could also prove embar- 
rassing to Mr Netanyahu, 
since the rally is scheduled 
for the 50th Independence 
Day holiday next week and 
would deflect attention from 
the celebrations. 
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The US hopes this week's 
Washington visit by Sapar- 
murat Niyazov, Turkmen- 
istan's president, will secure 
a key piece of the Central 
Asian energy puzzle’ - bis 
concrete support for the 
western-oriented, US-pre- 
ferred cross-Caspian pipe- 
line, officials say. Renters 
repents from Washington. 

The visit, which Includes a 
White House meeting today 
with President Bill Clinton, 
is the latest move in a year- 
long effort to rally bac k i n g 
| for a Eurasian pipeline that 
would cany oil and gas from 
the resource-rich Caspian 
region to Baku, Azerbaijan, 
then to Ceyhan. Turkey, and 
western markets. 

Mr Niyazov, who rules 
what US intelligence consid- 
ers “the most repressive" 
central Asian state with an 
Iran band, is the last of the 
key Caspian leaders to visit 
Washington. 

A leading lawmaker on 
Tuesday raised tire possibil- 
ity that the US may in some 
way have to subsidise the 
project but did not define 
bow the aid might be con- 
structed. 

“It may well be that we 
have to come up with addi- 
tional funds to supplement 
the additional cost,'* to oO 
companies of the longer 
pipeline route. House appro- 
priations committee chair- 
man Bob Livingston told a 
news conference. 

Mr Livingston, a Republi- 
can from Louisiana, and Sen- 
ator Sam Brownback of Kan- 
sas, visited the region this 
month. Both said they were 
convinced that for security 
reasons the pipeline should 
head toward the west. "We 
believe that it is important 
to guide these pipelines to 
areas will be relatively sta- 
ble," Mr Livingston added. 

While estimates vary 
widely, the Caspian Sea is 
potentially one of the 
world's most important new 
energy producing region. US 


of p rials have said it may 
neves* rival the Gulf, but Cas- 
pian production can have 
important implications for 
world energy supplies on the 
margins. 

More broadly, the officials 
have argued for rapid devel- 
opment of Caspian resources 
and t rade Units as critical to 
US strategic goals, including 
stability, independence, pros- 
perity and democracy in «B 
the region’s countries. 

If internal and cross-bor- 
der conflicts flare, “the 
region could become a breed: 
ing ground of terrorism, £ 
hotbed of religious and polit- 
ical extremism and even a 
battleground," Strobe Tal- 
bott, deputy secretary of 
state, has predicted. 

The US has repeatedly 
insisted it wants to avoid, a 
replay of the 19th century 
“Great Game” meddling of 
work! powers in the Cauca- 
sus and Central Asia. 

Its aim is to promote a 
“framework” in which for- 
mer Soviet states on the Cas- 
pian Sea littoral - Azerbai- 
jan, Kazakhstan, Russia and 
Turkmenistan - can profit 
from their energy interests 
and work co-operatively. 

But fostering opportunities 
for US energy companies is 
an even more compelling 
goal, as well as ensuring 
that Iran, in particular, and 
Russia do not wield commer- 
cial and geopolitical power 
that can thwart US interests. 

US officials feel they are 
maki ng progress with the 
Baku-Ceyhan option. “We’re 
in better shape than we were 
a year ago but it’s still quite 
hard,” in part because com- 
panies must consider under- 
writing the multibLDion dol- 
lar project at a time of 
falling oil prices, a senior 
official said. 

Some R ussians oppose the 
Baku route, but Moscow has 
told Washington it agreed 
Iran should not be -allowed 
to dominate regional 
routes, the official said. 





Rwanda to execute 
33 for genocide 


Rwanda will stage Its first 
executions tomorrow for 
crimes of genocide, publicly 
putting to death S3 prisoners 
convicted after the slau ghter 
of an estimated 800,000 
people in 1994, Reuters 
reports from Kigali 

It said the executions, 
which diplomats expect to be 
carried out by firing squad, 
were ordered at a special 
cabinet meeting when Presi- 
dent Pasteur Bizimungu 
turned down pleas for 
amnesty. 

The public was invited 
to watch the executions in a 
soccer stadium in Kigali, the 
Capital, and four other 
towns. 

A cabinet communique 
said: “This will act as a les- 
son to people who do not 
respect the life of others.” it 
said. Radio Rwanda broad- 
cast the government’s warn- 
ing against Hutu miUHamAn 


“still bent on pursuing geno- 
cide". 


trials m December 1996 and 
has condemned scores of 
P^pfa to death for taWng 
part in the three-month orgy 
of k illin gs by Hutu extrem- 
ists. An estimated 800,000 
ethnic Tutsls and moderate 
Hutus were killed In the 
genocide, which ended when 
the former Hutu government 
was driven from power by 
rebel forces. 

Rwanda’s prisons are 
packed with about 130,000 
Prisoners - overwhelmingly 
Hutus - awaiting trial for 
the genocide. 

The no-nonsense process 
at the Rwanda trials, which 
are often over to a day, con- 
trasts sharply with the stew 
pace at toe International 
Criminal Tribunal for 
Rwanda, a United Nations 
cotot trying the ringleaders. 
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Today, e-business is business. Simple as that. And it doesn’t stop when you leave your desk. That's why you need access to all of your company's resources ail of the time. And that's 
why we designed the newest member of the 2ward winning ThinkPad family, the ThinkPad 600. It's thin. Yet it still hides a CD ROM, modem and full docking capabilities. It's small. 

Yet it opens to a roomy keyboard and a big screen. It’s light. But it still carries mpre weight than other notebooks.. 
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The new IBM PC 300PL. Built-in Alert an LAN 
■ Up to 400MHzMntei Pentium*!! processor 
■ Intel 440BX core chip set ■ 3D AGP graphics 
Integrated Intel 10/100 ethemet with Wake on LAN 
■ Up to 6.4GB 3 SMART hard drives 
■ Starting at £889*. 




The power of e-business grows with every machine you add to your network. So does the need for manageability. Our solution? Take your pick. 
The IBM PC 300PL for example. Powerful, open and ready for e-business, it has industry-leading Alert on LAN which notifies the IT manager of potential problems, 
even when it's turned off. Or the IntelfiStation M Pro. A workstation that provides stunning performance on all Windows NT applications and constantly updates 
those applications with performance enhancers downloaded from the internet (available this summer), e-business is also about how intelligently machines use the web. 



business tools 










11 


1 



FINANCIAL TIMES THURSDAY APRIL 23 1998 * 



PSfltymrn 









12 


FINANCIAL TIMES THURSDAY APRIL 23 199* ; : 



The new Netfinity 5500 Server. 

Up to 2 way, 400MHz' Intel Pentium* II processor 
■ Level 2 Cache 512KB - Up to 1 GB 3 SDRAM 
ECC memory* 100MHz' Bus speed 
- Lotus Domino Intranet Starter Pack » 90 day 
start-up support ■ 3 year on-site warranty 
■ Available Juna 



The server is the engine that drives e-business. When it powers critical applications it has to work reliably. Designed and tested to run important network operating systems 
such as Windows NT, the Netfinity 5500 delivers. Its hot swap capabilities keep you up and running, around the clock. Netfinity Manager software lets you manage al! of your servers 
over the Internet (that's e-business in action). It's rackable and scaleable too, so as your e-business needs grow, it grows. And it you're smaller? The Netfinity 3000 lets you 
look big, even if you don't have a big budget, it runs the software you need (including Windows NT), conies with a whole range of extras and best of all you can plug it iri now and be 

an e-business later today. 
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Solutions for a small planet 





} Find e-business tools 

that matter at 



IBM SystemXtra lets you acquire the 
hardware you want and then tailor 
services, software and financing to fit 
your needs. IBM Business Partners 
can also customise packages that 
work for you. To discuss SystemXtra, 
find your nearest IBM Business 
Partner or discover more about IBM 
e-business tools, please call: 

0870 601 0137 (Brian Legg, UK) 
0801 800 801 (France) 
0180 232 43 53 (Germany) 


ScroUPoint mouse. 



Flatbed scanner. 



Portable CD ROIL Wort (Pad. Flat Panel MobHot. 


Options by IBM: e-business tools are tools that let people work more efficiently. That’s why our thinking also includes hundreds of intelligent computer options: IBM Flat Panel 
Monitors save valuable desktop space. The ScroUPoint mouse lets you cruise through big spread sheets and web sites without making constant trips to the navigation bar. 
The IBM WorkPad is the ideal PC companion: small enough to fit in your pocket, but big enough to hold contacts, to-do lists and handle e-mail. From scanners to portable CD ROMs. 

everything is designed to make e-business happen. 


business tools 


'MHz derates microprocessor internal dot* spttfl only: other fecfcrs rey also affect appfoafian performance ; 2 Z3*g s traveling weight Wto CO ROM taw, batey aid hard taw tttgftt is 2.»g. tetoa] wcjghl may «iy 5 GB ^ Gigabyte (one thousand million bytes) whw referring h lad dure cajadfy. amssiWe capacity be 

IBS. ^European averaye esninated (Kdler (Vice (0 era! users excludm? VAT. ReseSers set Dieir oyvn {trices, so Dficss oiajr PC 300n. and krteS«Sl£ion M Phi prices do not bicfude monitoi5~ All PCSrefgrencefiln ^IsadsfhOwflhanoge^rnqsyslBm.lBMjBodiicinarnesTOttatataiteQltetemabinSfioi^iAa^iaesCoTpojaiion. 
Microsoft Windows and Wmdows WT are trademarks of Microsoft Cowal-on. Ltfie. Domra and Domain Intranet Starter Pat* are trademarks at Lotus Devetopmeit Corporation Met inside and Pentium n registted Iraflemate and MMX is a trademark oi tna Corporation. 01998 IBM Com All rights reserved 
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UK urged to 

tighten gun 
export curbs 


By Alexander NfcoB, 
Defence Correspondent 


Pressure is growing on 
Britain to tighten its export 
controls for guns and other 
small arms because of evi- 
dence that weapons fr om the 
UK are found in violence- 
ridden developing countries. 

A report published today 
by the development agency 
Oxfam accuses the govern- 
ment of dragging Its feet on 
fu lfilling promises to over- 
haul the export licence 
control system and to 
publish full data on arms 
exports. 

The charity’s criti cisms 
will add weight to concerns 
within, the Clinton adminis- 
tration that weapons 
shipped to the UK are re- 
exported to other European 
countries, from where they 
find their way to strife-tom 
countries and into the hawk 
of criminals. 

A US embassy spokesman 
in London said Washington 
had derided to revoke out- 
standing licences to compa- 
nies for exports of handguns 


to the UK. because Britain’s 
recent ban on banflgrmg 
meant they could sot be 
intended for use in Bri t a in. 
He. could not give a figure 
for the number of licences 
outstanding. 

Washington was also pre- 
pared to act on licences for 
exports to other European 
countries if Europe did not 
halt re-exports to other coun- 
tries. Companies which 
exported guns to countries 
not specified in the original 
export licence were violating 
US law, he said. 

The UK government 
described the Oxfam report 
as "disappointing and 
unfair". A Foreign Office 
nffirfai said the Labour gov- 
ernment was committed to 
greater transparency and 
believed its export controls 
were “to the highest stan- 
dards". 

The nffiwai noted that file 
UK, as current president of 
the European Union, was 
leading negotiations on an 
EU-wide code of conduct on 
arms exports and hoped that 
EU foreign ministers would 


WORLD TRADE 



Kenyans Has tear pas during protests last July. Amnesty Internatio na l accuses Kenya of misusing 
Brtfcfc-supptod aidi-riot products 


Countries weggg UK small arms and rotated products/ co nfl i c t zones 


Region 

No. mm i fa tea receiving 
•mil an in, amnvmttion, 
rotated products 

No. countries Identified 

SMS * f, wnaal 

S3 COfUOCt 2DO08 

Per cent of countries 
stapled with UK 
smaB arms that are 
‘conSct zones’ 

Africa ■ ■ ■ 

27 

19 

71 

Asia ‘ 

19 

9 

52 

L America & Carib. 

24 

10 

40 

Middle East 

16 

5 

30 


Source CVtjr n 


small arms business" and set up; and for a National 
had exported small arms to Audit Office report on the 
more than 100 countries effectiveness of the export 


US to press China 
on direct selling ban 

By .braes Kynge to BeQteg 


dismiss the issue next 
month. 

It also shared Washing- 
ton's concerns about prolif- 
eration and megai traffick- 
ing of small arms and was 
working with the Group of 
Seven industrialised coun- 
tries and Russia on a joint 
statement of principles and 
action. 

Oxfam said Britain was a 
"key player in the worid’s 


between 1995 and 1997, 
including 42 in which Oxfam 
was working. Half of UK 
small aims exports were to 
countries suffering political 
violence or conflicts, it said. 

It called for much more 
transparent statistics to be 
published; for a single UK 
aims control agency to be 


control unit m the Depart- 
ment of Trade and Industry. 

The DTI is working on 
new legislation on strategic 
export controls, following 
recommendations in the 
Scott report on arms exports 
to Iraq, and expects to pub- 
lish a white paper in the 
next few months. 


China has issued a ban on 
direct selling, hitting the 
operations of us companies 
such as Am way, Mary Kay 
and Avon, and creating 
trade friction ahead of a 
planned US-China summit in 
June. 

The issue is expected to be 
raised by Charlene Batshef- 
sky, US trade representative, 
who was due to arrive in 
Beijing yesterday for *aifc« 
with senior Chinese officials. 
Ms Barshefsky is expected to 
argue for a review of the 
ban. 

The prohibitum by China’s 
state council (cabinet) said 
that consumers in the 
domestic market were not 
mature enough for direct 
selling, which typically 
involves people trying to re- 
sell the goods they have 

bought from companies such 
jfe Am way and Avon. 

In addition, criminals have 
seized on the direct selling 
concept to create cults, 
spread superstition and 
carry out illegal activities, 
according to the prohibition 
order. 

Even some government 
officials. Communist party 
members, teachers and sol- 


diers have been turned into 
sales people, it added. 

Companies engaging in 
direct selling in China have 
until October 31 to wind up 
their business or apply to 

change their licence for that 
of a regular retailer, the 
state council edict said. 

The announcement was a 
blow to the considerable 
interests of direct selling 
companies, which have built 
up significant businesses in 
China and are backed by 
powerful lobbies in the US. 
The issue stands out as a 
rare area of friction in a 
bilateral relationship which 
appears to be warming 
ahead of Resident Bill CUn- 
ton's summit in Beijing with 
Jiang Zemin, his Chinese 
counterpart 

Amway has a registered 
capital of around SlOOm in 
China and a 58,000 sq m fac- 
tory in Guangdong province. 
It registered sales of 517am 
in the year to August 81 1997 
and 865.2m in the first half 
of the 1998 fiscal year. 

Richard Holwill. director 
of international government 
relations at Amway, said he 
was confident the company 
could remain in business in 
China, although perhaps in a 
somewhat modified form. 


“We are working with the 
government to revise our 
business strategy," Mr Hoi- 
will said. The company had 
stopped selling to new dis- 
tributors but existing distrib- 
utors were still permitted to 
buy. 

Mr Holwill and western 
diplomats in Beijing argue 
that it has not been the prac- 
tices of US companies in 
China that has given direct 
selling a bad name. Rather, 
it has been Chinese con art- 
ists touting chain letters, 
pyramid savings schemes, 
panaceas and elixirs which 
have besmirched its reputa- 
tion. 

The proliferation in freel- 
ance Chinese direct selling 
operations has been such 
that the state a dmin istration 
for industry and commerce, 
which regulates the distribu- 
tion industry, has closed 
down 570 unlicensed direct 
sales companies, investi- 
gated 2.500 cases of illegal 
direct sales and seized 
YnTOm ($8 Gmtaf goods. 

Newspapers have carried 
reports of people, some of 
them sacked workers, who 
have signed up as direct 
sales agents in a desperate 
attempt to get rich. Many of 
them lost everything. 
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ST Aero 
revives 
hope for 
aircraft 
project 

By MfdiaeJ Sfcapkifcer, 
Aerospace Correspondent 


The head of Singapore’s 
aerospace company said yes- 
terday his group was still 
prepared to help China and 
Airbus Industrie build a 
100-seat jet, provided the 
project was financially via- 
ble. 

Lira Chin Beng, chairm a n 
of Singapore Technologies 
Aerospace (ST Aero), denied 
that his. government-con- 
trolled company had with- 
drawn from the 100-seat proj- 
ect 

“We have not really said 
'No'. What we've said is that 
we’d like to see the 
feasibility study," Mr Lim 
said. 

Aviation Industries of 
China (Avic). Singapore 
Technologies and Airbus, 
the European consortium, 
signed a contract to develop 
a new 100-seat jet last year. 
Airbus said earlier this year 
that the project was in 
trouble after Singapore 
questioned its viability. 

But Mr Lim said ST Aero 
was waiting for Airbus to 
finish a feasibility study 
before pairing a final deci- 
sion. 

“If we are to go in, it’s got 
to be a profitable venture. 
That’s the crux oT the mat- 
ter," he said. 

Mr Lim said the Asian 
financial crisis had not 
increased ST Aero's doubts 
about the viability of the 
prefect. “That’s not a factor. 
This is a long-term project 
awn we are confident that 
the Asian crisis will 
pass." 

The leaders of China and 
France both added their sup- 
port for the 100-seater earlier 
this month. During a visit to 
France, Zhu Rongji, China’s 
prime minister, told French 
president Jacques Chirac 
that his government 
regarded the project as 
important. Mr Chirac’s 
spokeswoman said France 
supported the Chinese posi- 
tion. 

China’s choice of Airbus 
as its partner on the project 
was seen as a victory for the 
European consortium over 
Boeing of the US. Boeing had 
lobbied China heavily to 
be its joint venture 
partner in building a 
100-seater. 

Boeing subsequently 
decided to build Its own 100- 
seater. the Boeing 717. 
adding to the pressure on 
the Airbus project The 717 
is framed on fife MD-95, which 
was developed by McDonnell 
Douglas- Boeing bought 
McDonnell Douglas last 
year. However, Boeing has 
had to delay flight testing on 
the 717 because of engine 
trouble. 

Mr Lim also said yesterday 
that ST Aero, which main- 
line and upgrades aircraft 
and engines, was looking for 
jrrfwt venture and acquisition ; 
opportunities in Europe. He. 
said ST Aero had held initial 
discussions with British Air- 
ways' engineering division 
and with companies in Ger- 
many, Holland and Switzer- 
land. 


WTO 
rules 
against 
Indonesia 
car policy 

By Frances WBBams in Geneva 

The final report of a World 
Trade Organisation panel 
has upheld complaints by 
the US, the European Union 
and Japan that Indonesia's 
“national car" programme 
violates international trade 
rules. 

The panel report, which 
was circulated to the parties 
this week, confirms earlier 
interim findings that the 
indnmpgian programme is in 
breach of several WTO rules 
including those on non-dis- 
crimination, subsidies and 
investment measures. 

The Indonesian govern- 
ment is bound to comply 
with the panel judgment 
unless, improbably, the find- 
ings are reversed on appeal. 
Indonesia claims that the 
scheme has already been 
abandoned as part of a de&l 
with the International Mone- 
tary Fund in January an a 
$43bn bailout package, but 
this is contested by the com- 
plainants. 

The 1996 national car pro- 
gramme grants sales tax and 
import duty exemptions to 
cars which meet given local 
content requirements. How- 
ever, the only car authorised 
under the scheme Is the 
Timor saloon produced by a 
company controlled by Presi- 
dent Suharto’s youngest son 
in cooperation, with the now 
troubled Ea Motors of South 
Korea. 

In the early stages of the 
programme, Kia Motors 
exported 45,000 folly assem- 
bled cars to In d onesia with 
the same tax and duty 
exemptions. 

The WTO panel said the 
programme violated rules 
prohibiting investment mea- 
sures conditioned on loca l 
content, as well as WTO 
commitments not to discrim- 
inate between trading part- 
ners or like products. Indon- 
esia was also in breach of 
the subsidies agreement 
because the tax breaks 
enabled the Timor unfairly 
to undercut its foreign rivals 
in the domestic market - 

Meanwhile, the WTO’s dis- 
pute settlement body yester- 
day adopted pansl and 
appeals body reports uphold- 
ing a US complai nt against 
Argen ti na. 

Argentina was found to 
have imposed tariffs cm tex- 
tiles and clothing that 
exceeded its WTO commit- 
ment not to raise tariffs 
above a 35 per cent ceffing. 

Ihe statistical tax of 3 per 
cent on imports was also 
found in breach of WTO 
rules because it raised more 
money than .the cost of pro- 
viding tire service. Argentina 
had claimed that the tax was 
needed to raise revenue in 
compliance with an IMF 
agr eement but IMF officials 
told the dispute settlement 
body yesterday that it was 
Fund policy not to advocate 
measures inconsistent with 
countries’ WTO obligations. 

The dispute settlement 
tody also yesterday adopted 
tbe pand report rejecting US 
^ a ims that Japan's photo- 
piTTi market was unfairly 
rigged against Eastman 
Kodak- 




There are 29 names for house in Dutch 


There are 17 names for running water in Czech 


There are 7 names for children in Japanese 


and 


now 


2 NAMES FOR GLOBAL COMMUNICATIONS 


EXPERTISE IN EVERY LANGUAGE 


LU4WEST 

INTERNATIONAL 


MediaOne 
International 




to be an innovative investor and operator 
in. international telecoms, it helps to be 
fluent in the global culture. We are. And now 
that U $ WEST International is also known as 
MediaOne International, we intend to keep building 
on that global fluency. 

In the UK, we introduced the world's first 
PCN wireless service and the world's first combined 
cable telephone service. We're the same 


company that launched the first and now 
largest analog and digital wireless services in 
Central Europe. And we've introduced cable 
telephone services in five international markets, 
including the world's most highly penefrafec/ 
cable markets. 

So if you're thinking about international 
communications expertise, just think of the one 
company with two names. 
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TRANSPORT OF NUCLEAR MATERIAL US-UK OPERATION DESIGNED TO THWART INTERNATIONAL TER RORISTS, PREMIER TELLS MPs 

Blair defends secret reprocessing deal 


By Georgs Parker, 

Political Correspondent 

Tony Blair, tlie prime 
minister, yesterday defended 
his secret deal with Presi- 
dent Bill Clinton to repro- 
cess and store Georgian 
nuclear material, insisting 
that the operation was 
designed to thwart interna- 
tional terrorists. 

The prime minister 
Insisted there would have 
been full disclosure of the 
transfer of 5kg of material to 
the reprocessing facility at 
Dounreay in Scotland once it 


had been completed. 

He said the government 
had already drafted a House 
of Commons written answer 
giving details of the transfer, 
but details of the deal were 
leaked In advance to the 
New York Times. 

Mr Blair’s assurances in 
the Commons flew in the 
face of a briefing at his 
Downing Street, London, 
office on Tuesday, when a 
spokesman said that the 
nuclear deal would “proba- 
bly not” have been disclosed 
if the press had not got hold 
of the story. 


Speaking in the Commons, 
Mr Blair said: “We have fol- 
lowed entirely the normal 
rules for transportation for 
civil nuclear fueL" He said 
there were fears that rebels 
In Georgia might have taken 
over the civil nuclear reactor 
near Tbilisi and seized the 
material if fixe matter had 
been made public. 

The government was 
forced to make an emer- 
gency statement on the deal, 
in which many MPs ques- 
tioned the government's 
handling of the agreement 
which was reached in pri- 


vate by Mr Blair and Presi- 
dent Clinton last year. 

The material comprises 
about 5kg of fresh and spent 
highly -enriched uranium 
fuel, of which 0.8kg was 
irradiated. The choice of 
Dounreay was controversial 
because the UK Nuclear 
Installations Inspectorate 
has asked the plant to 
upgrade Its facilities - which 
are currently incapable of 
reprocessing the fueL 

As a result the material 
will have to be stored at 
Dounreay, and the inspector- 
ate said it was unable to say 


at this stage whether the 
plant, on the north coast of 
Scotland, would definitely 
win a licence -to cany out 
the reprocessing. 

“The total amount of inter- 
mediate waste that w£D be 
added to Dounreay is two 
drums' worth - there are 
already 14,000 stored there," 
Mr Blair said. 

Most MPs supported the 
government *5 argument that 
the decision to accept the 
fuel was made In support of 
its policy on non-prolifera- 
tion and our obligations to 
enhance security and safety. 


Penalties for 
smugglers 
to be tougher 


By George Parker, 

Political Correspondent 

Owners of pubs and 
restaurants caught selling 
illegally imported drink 
could have their licences 
revoked under a new govern- 
ment crackdown on a trade 
worth almost £lbn ($1.67 bn) 
a year. 

Dawn Prtmarolo. Treasury 
minister, said yesterday that 
smugglers of alcoholic drink 
from matniariri Europe could 
also have their vans or cars 
confiscated if they persis- 
tently flouted the law. It is 
illegal to import excise goods 
acquired duty free or duty 
paid from another EU state 
and then sell them without 
payment of UK duty or VAT. 

The new measures are 
designed to curb the trade, 
which cost the exchequer 
£S50m last year, an increase 
of £90m on the previous 
year. The domestic dr inks 
industry has become increas- 


ingly concerned that Ille- 
gally imported alcohol is cut- 
ting into its market share. 

Ms Primarolo, the minister 
responsible for customs and 
excise issues, said: “The gov- 
ernment Is committed to 
cracking down on tobacco 
and alcohol smuggling. 
Those caught smuggling will 
be dealt with severely, and 
people t hinking of getting 
involved in this fiipg ai activ- 
ity should be warned.” 

Customs and Excise will 
take a particularly strong 
line against those businesses 
that sell cheap imported 
alcohol and will press for an 
immediate revocation of 
their licence to sell aloohoL 
Smugglers using a truck for 
largeecale transport of drink 
and tobacco could also have 
their operator’s licence 
revoked. 

Ms Primarolo is also 
expected to announce within 
the next fortnight plans to 
dispose of seized goods and 



Trucks were forced to queue on a motorway head fog for the Btgfish coast yesterday even after the end of a 
strfce at the French port of Calais. There were also queues n France and Belgium. David Ahmed 


vehicles much earlier than 
now, saving the Customs 
some of its storage charges, 
which run at ram a year. 

Further resources are 
expected to be made avail- 
able to the Customs this 
year to help catch offenders, 
following the conclusion of 
the government’s spending 
review. But ministers 
believe the sanctions will 


have an immediate effect 

Vehicles used for cross- 
Channel smuggling of alco- 
hol and tobacco can already 
be seized by customs, with a 
restoration fee of £250. Under 
the new regime that charge 
could rise to 50 per cent of 
the value of the seized goods. 

For a second offence, the 
fee would be raised to £1,000 
or a sum equivalent to 100 


per cent of the seized goods; 
on the third occasion the 
vehicle could he confiscated. 

The Customs is also expec- 
ted to pursue a tougher pros- 
ecution policy. Over the last 
financial year. Customs offi- 
cers caught 8,700 smugglers 
of alcohol and tobacco to the 
UK and seized almost 3JJ00 
vehicles used in their activi- 
ties. 


N Ireland companies in plea to EU court 


By Robert Rice, 

Legal Correspondent 

Two Northern Ireland 
contractors who claim they 
were refused public works 
contracts because of their 
Roman Catholic connections, 
yesterday took their case 
against the UK government 
to the European Court of 
Human Rights. 

John Tinnelly & Sons and 
McElduffs are challenging 
the existing national secu- 
rity provisions contained in 
Northern Ireland's fair 


employment legislation. Vic- 
tory for the contractors in 
Strasbourg could force the 
government to change the 
law. 

The contractors claim that 
because they were prevented 
by certificates issued by the 
UK government's Northern 
Ireland Office from challeng- 
ing in court the refusal of 
public works contracts, they 
have been denied the right 
to a fair hearing as guaran- 
teed by the European Con- 
vention on Human Rights. 

John Tinnelly & Sons ten- 


dered for demolition work 
with the Northern Ireland 
Electricity Authority. In 
spite of making the lowest 
bid they were awarded nei- 
ther the contract nor any 
sub-contract 

Believing they had been 
denied the contract cm dis- 
criminatory grounds, they 
complained to what was 
then the Fair Employment 
Agency for Northern Ireland. 

But they were prevented 
from pursuing their com- 
plaint by a certificate Issued 
by the UK government 


under section 42 of the Fair 
Employment (ND Act 1976 
staring that they had been 
denied the contract on 
grounds of national security. 

The McElduffs were 
named by another contractor 
as a company he intended to 
use on a contract with the 
Department of the Environ- 
ment 

Security clearance was 
refused and the McElduffs 
complained to the Fair 
Employment Tribunal that 
the refusal of the sub- 
contract was discriminatory. 


A blocking certificate was 
then issued which bad the 
effect of barring the tribunal 
from hearing the complaint 

The gn w r nmmt rnirtepd a 

that the decisions not to 
award the contracts were 
made in good faith for 
the purpose of safe- 
guarding national security 
and that there was “no dis- 
crimination on the grounds 
of religious belief or political 
opinion". 

The European court’s deri- 
sion Is expected later in the 
year. 


Defence group to protest 
over ‘battlefield taxi’ deal 


Record fines for 
Spanish trawlers 


By Alexander Nicofl, 

Defence Correspondent 

Vickers, the engineering and 
defence group, plans to pro- 
test to members of the UK 
and German parliaments fol- 
lowing yesterday's 
announcement that a consor- 
tium including Its rival GKN 
had won a £3bn ($5bn> multi- 
role armoured vehicle 
contract. 

The German. British and 
French governments said a 
consortium including 
Krauss-Maffel, MaK and 
Wegmann of Germany. Giat 
of France and GKN of the 
UK was the preferred bidder 
in the “battlefield taxi" com- 
petition against a grouping 
of Vickers with Alvis of the 
UK, Henschel of Germany 
and Panhard of France. 

The announcement was a 
boost for GKN, which said 
the potential value to it 


would be ESOQm. UK officials 
said it would bring up to 500 
jobs to GKN in future years. 
Full production will not 
commence until 2004. 

The award for a contract 
for 5,000 to 6,000 vehicles - 
or which 600 will be built 
under the initial award - is 
likely to cause restructuring 
of the crowded armoured 
vehicles sector across 
Europe, and will renew spec- 
ulation about a deal between 
GKN and Vickers. 

Vickers, which noted that 
the contract remains subject 
to governmental approval in 
each country, believes there 
is disquiet among politi- 
cians, especially In Ger- 
many, about the handling of 
the tender. 

Brian Trueman, a senior 
executive with Vickers 
Defence Systems, said: “Our 
biggest concern is that a 
major contract Is being let 


without the building of pre- 
producban prototypes." 

Mr Trueman said the Vick- 
ers design for an eight-wheel 
drive (8x8) vehicle, submit- 
ted late after it became dear 
this format was favoured, 
would be cheaper than the 
winning 8x8 design. Vickers' 
original vehicle was 6x6. 

Vickers Is also unhappy 
that, when it raised concerns 
about the tender with the 
UK Ministry of Defence, It 
was simply referred to the 
German agency wianag in g 
the procurement - in future, 
it Is to be bandied by Occar, 
the nascent European arma- 
ments agency. British 
defence ministry officials 
said the requirement for a 
vehicle with specified 
degrees of armoured protec- 
tion had not changed during 
the tender. 

See Editorial Comment 


PA News Reporter fa 
Haverfordwest 

Twelve Spanish fishing 
companies and some of their 
employees were yesterday 
ordered to pay record fines 
and costs of more than Elm 
(SI .67m) for heavy over-fish- 
ing in British waters. The 
companies and their trawler 
skippers admitted more than 
100 offences against Euro- 
pean fahing regulations in 
the biggest such prosecution 
brought in a UK court 
The case followed a three- 
year investigation of 
Spanish-owned trawlers 
which were registered in 
Milford Haven, south Wales, 
to qualify for British quotas. 
Their catches, far above 
legal amounts, were landed 
in northern Spain 
Sentencing at Haverfordw- 
est Crown Court in west 
Wales, Judge Martin Step- 


hens said he hoped the fines 
would act as a warning to 
others. The companies and 
skippers admitted over-fish- 
ing, netting protected ape- 
ries and falsifying logbooks 
in which catches have to be 
recorded. The skippers were 
fined £36,500 each. 1 

Fines levied against the 
skippers and their compa- 
nies totalled £964,600 and the 
defendants were also ordered 
to pay a total £68£00 costs. 

Manuel Garda, skipper of 
Mera I, who admitted over- 
fishing hake and monkfish, 
insisted outside the court 
the case would nmiro no dif- 
ference to “quota-hopping”. 
“It is not possible to do 
things legally at the 
moment,” he said. “When all 
this started we had a good 
situation because there ware 
enough quotas for everyone. 
Now, too many things are 
against our people.” 


But Alex Sahwond, leader 
of the Scottish National 
party, said: “It would have 
its fann y side if it wasn't 
such a serious issue. 

“We’ve now gut a govern- 
ment who think beef on the 
bone is too unsafe for people 
in Scotland to eat but that 
Dounreay, a plant which is 
totally decrepit, which 
. hasn’t reprocessed anything 
for the last 18 months 
because it’s literally falling 
apart is a convenient dump- 
ing ground." 

See Bttnrfa l Comment 

Workforce 
efficiency 
‘ahead in 
France and 
Germany’ 

By Robert Taylor, 

Employment EfStor 

The UK's productivity 
perfo rmance is far behind 
that of France and Germany 
and its productivity growth 
is due to working longer 
hours rather than more effi- 
ciently. according to a report 
published today by the 
Trades (Mon Congress. 

The organisation also 
argues that UK investment 
as a share of national 
income is the lowest among 
leading industrialised 
countries. 

The TUC study has been 
released to coincide with 
today's meeting between 
Tony Blair, the prime minis- 
ter, and the leaders of the 
world's main trade union 

organisations including John 

Sweeney, president of the 
AFL/CIO In the US; Dieter 
Schulte, the German DGB 
nminn president; and Mikhail 
Shmakov, president of the 
Russian federation of Inde- 
pendent trade unions. 

The TUC report says Brit- 
ish workers now work 9 per 
cent more hours th an Ger- 
mans as an annual average 
and 5 per cent more than the 
French. But productivity lev- 
els per hour worked in the 
UK are 20 per cent lower 
than in France and Ger- 
many. 

The UK ranks 11th out of 
the 19 industrialised coun- 
tries belonging to the Organ- 
isation for Economic 
Co-operation and Develop- 
ment in productivity growth 
between 1987 and 1995. That 
was above France and the 
US hut behind Germany, 
Japan and Italy. 

The report says that while 
UK productivity grew by 2 2 
per cent a year in the 1990s, 
real wages improved by only 
L2 per cent But UK profit- 
ability rose by 87 per cent 
ova- the same period. Last 
year the UK had foe lowest 
share of investment in gross 
domestic product at 16.6 per 
cent of any large industria- 
lised country compared with 
an EU average of 13.7 per 
cent 

The TUCTs analysis indi- 
cates that the UK has far to 
go to bring overall produc- 
tivity and investment levels 
up to those of its main com- 
petitors. It follows the report 
earlier this week from the 
Swiss-based International 
Institute for Management 
Development which showed 
that the UK’s world competi- 
tiveness is lower than that of 
the Republic of Ireland 
thoug h hi ghp.r thaw Ger- 
many flud Australia. 

The TUC wants next 
month’s jobs summit confer- 
ence in Bi rmingham of the 
eight leading Industrialised 
nations to commit itself to a 
new set of priorities to deal 
with under-investment and 
poor productivity. 


Sensitive software helps choose locations for pubs 


Vanessa Houlder reports on how mathematical analysis 
and computers are transforming a national institution 


T he pub - that most tra- 
ditional of British Insti- 
tutions - is not usually 
associated with Innovative 
technology. Yet information 
technology is playing an 
intriguing role in the pub 
industry as thousands of old- 
style public houses are con- 
verted into themed bars. 

Complex - mathematical 
analysis and computer soft- 
ware are helping the large 
pub groups find locations 
with the right demographic 
profile for their brands. 

The new brands have 
names such as AH Bar One, 
Rat & Parrot, Brewer’s Fayre 
and Chef & Brewer. Each 
has a distinctive ambience 
and style and is aimed at a 


specific group such as single 
women, students, young pro- 
fessionals, families and older 
people - all targeted by the 
large pub groups in an 
attempt to breathe new life 
into a declining market. 

A company has to find 
sites with the best customer 
base for each brand. It needs ' 
to minimise harmful compe- 
tition between the pubs 
while recognising that some 
types of pub benefit from 
proximity to others. For a 
large pub company with sev- 
eral different brands and 
many potential sites, the 
number of possible permuta- 
tions Is vast 

Few companies have grap- 
pled with the issue more 


thoroughly than Bass Lei- 
sure Retailing, which is 
spending £300m <$500m) a 
year on converting its pubs 
to new formats. It has 2*562 
outlets and a dozen brands 
incl uding O’Neills Irish bars. 
It’s A Scream student pubs, 
Harvester restaurants, Vin- 
tage Inns and AH Bar One. 

The group has pioneered a 
computer-based approach 
using tools derived from 
research into artificial intel- 
ligence. The system was 
devised by Searchspace. a 
company that was spun out 
of the computer labs at Uni- 
versity College London. 

As weD as the Searchspace 
analysis took, Bass uses 
“geographical information 


systems" from Mapinfo, 
based in North Carolina. 
These business mapping 
tools make it possible to cor- 
relate data with geographi- 
cal locations on a map. 

Potential customers for 
the different brands are 
defined by factors such as 
age, affluence and car own- 
ership. The size of a catch- 
ment area is defined by how 
for customers are willing to 
travel to reach a particular 
type of pub. Bass then com- 
pares Its ideal catchment 
area with information from 
census and market research 
groups. 

Comparing the attributes 
of the ideal location with 
each available site is 
extremely laborious. Clearly, 
it would be much easier If a 
computer could identify 


those sites that met the 
required criteria. 

But unto recently, it has 
been difficult to automate 
this process. Searchspace 
analysis tools use “fuzzy 
logic", which replaces the 
black-and-white choices of 
classical logic with a less 
rigid form of reasoning. 

The software, used with 
the geographical info rmation 
system, gives Bass a map 
that displays “hotspots" of 
promising locations and 
grades potential rites. 

Bass has used the system 
in a numbs- of ways. During 
the conversion of its existing 
pub estate, it helped it 
decide .which pubs to con- 
vert to certain brands and 
which pubs to selL It has 
also helped assess potential 
acquisitions. The software 


has been helpful. in making 
detailed expansion plans. 
The system has special algo- 
rithms (mathematical pro- 
cesses} that show Bass 
where to locate new pubs so 
that each has the least 
adverse effect on another's 
business.' For Bass, the nest 
step is to use the system to 
estimate the potential turn- 
over of each Inratimi 

Bass says the system has 
already saved it money by 
preventing errors. The cost, 
about £350,000, including 
£100,000 for the market 
research data, is comparable 
to the cost of fitting out a 
single pub. 

“If you only save one mis- 
take. it pays for itself," says 
Jim Cameron, national 
development manager for 
Bass Taverns. 


NEWS DIGEST 

‘MAD COW DISEASE^ 

Vegetarian dies from new 
variant CJD 

A woman who has been vegetanar for the past1£ years died 
yesterday from new variant 

Elm brain disorder thought to bo linked to BSE, or 

was dtegnos^n^tA^ 
The first clinical case of BSE « ' 

a year after Clare stopped eat. ngmeaL^ . 

diagnosed, her father: said; 1MH 
been veqatarten since 1985. there were a few raised ***’ 

very surprised. ^J**£P*£ 
vegetarian, though she did 

who was engaged to be mamed, worked m the pal depart 
ment of a garden centre near her home m 
southern England. She first showed signs of the cteeose m 
early 1987. She Is thought to be the 22nd person to contract 
and die from so-caUad new strain CJD. 

• The prime mWster today rejected a call fryVVMtomHgue, 
Conservative Party leader, to lift the ban onbarf « 
in spite of a court ruling in Scotland on 
ware defective. Mr Blah- said In the 

the ban, introduced on the advice of the Chief Medical Officer 
Sir Kenneth Caiman, must stay unti there was evK ^“ ** 
BSE threat was receding. He said: “I don’t believe. In tho ught 
of the history of BSE, that tt would be sereabto to act contrary 
to what was the strong advice of the CMO - and tf you 
believe ft would be right, I don’t behave you are acting ■ 
responsibly . 0 ’ 

BRITISH TELECOMMUNICATIONS 

Plans to lift broadcasting ban 

The government is today expected to set out plans to lift the 
ban on British Telecommunications becoming a broadcaster, 
allowing It to provide services nationwide from 2001. a year 
earlier than anticipated. 

In a policy document before the election, the Labour party 
recommended that the ban, imposed by the Conservative 
government in 1991 to allow the cable industry to establish 
itself, should be lifted nationwide from 2002. By freeing BT 
from nationwide broadcasting restrictions a year earlier than 
anticipated, the government wiH displease many cable com- 
panies which are still sustaining heavy losses. 

BT has argued that the ban is an anomaly as foe company 
already offers internet services. Broadcasting over the internet 
Is now widespread. Tony Blair, the prime minister, committed 
the Labour party to ending the broadcasting bar in his party 
conference address in 1995. He said BT had agreed to wire 
up schools to the internet If the restrictions were removed. 

The Conservatives accused Labour at that time of “cosying 
up to” BT. Cathy Newman, London 
See Lax on Companies & Finance: UK 


EMPLOYMENT 


Demand signals slowdown 




- • Declining demand for workers 

— — ■ and stable growth in earnings 

THE NEW STWISTIOVL Y were greeted as signs toe UK 
METHOD tt)ESN!T economy was slowing, after 

AfTEMSTO frfri/E \ the publication of new figures 

The 0ffice ** 

National Statistics said the fall 
' <v* 'b unemployment has slowed 

"if s-L in recent months, while aver- 

— - v W l age earnings growth over the 

f Ps. \ pT Hj whole economy was "broadly 

l p| TO stable”. The ONS's new sur- 

vey-based unemployment 
measure - the number of 

I lljsgplt people saying they are anem- 
ia IjKljl ployed and available for work 

- showed a fall of 52,000 in 
the three months to February, 
a rate of 6.4 per cent in toe 
previous three months toe rate 
was 6.6 per cent The number of people out of work and 
claiming benefits in March was also lower, the ONS said. The 
claimant count fall by 6,400, the smallest shortening of toe 
dote queue since October 1995. March's fall was well below 
toe average fall of 17,000 during toe last six months. The total 
number of jobless claiming benefits is at a 17-year low of 
1 .37m. Richard Adams, London 


DIGITAL NETWORKS 

Plea over music copyright 

Record executives are pressing toe government to accelerate 
efforts to amend copyright legislation to protect Intellectual 
properties, including music, when distributed on digital 
systems. 

Delivering music to consumers on digital networks, such as 
the internet and high-speed cable television systems. Is 
expected eventuafy to command a substantial share of the 
music market Existing copyright law gives very little protec- 
tion to music and other intellectual properties when distrib- 
uted electronically, thereby tearing musicians and record 
companies prey to piracy. 

Music executives aired their concerns about digital piracy to 
ministers and dvfl servants at a meeting this week of toe 
Music Industry Forum, an advisory (poup created by Tony 
Blair, the prime minister. Alice Rawsthom, London 

INTERNETADVERTISING 

Online values ‘to lop $835m’ 

The introduction of digital television and the emergence of 
consigner goods companies as major online advertisers will 

SMtoe value of internet advertising in the UK soar to almost 
E500m (5835m) within the next five years, a survey predicts 
today. According to Fletcher Research, the London-based 
media research company, online advertising will grow at a 

rate of about 7 per cant a month between 1998-2002. 

With most UK companies stiD wary of using the internet as 

a marketing tool, the value of advertising transactions 
between Internet publishers and advertisers was only £8m last 
year, although it Is expected to reach more than £i5m tote 


Howe ver, the arrival of digital television is predicted to 
transform toe business. The four companies competing to 
offer digital services are expected aggressively to market to 
households toe Internet applications of toe new technology 
fotemet advertising in the US b now growing at a rate of 12 
per cent a month and is Hkefy to be worth well over $ibn bv 
toe end of tote year, Patrick Harverson, London 

SPORTSWEAR 

Soccer body delays deal 

The Football Association has not yet decided whether to sign 
a new £50m ($83. 5m) England teem kit deal with Umbra, 
aren though the UK sportswear group believes it has pro- 
vided enough guarantees of its financial strength to reassure 
the FA 

The association requested extra guarantees because it had 
“Kome concerned about Umbra's position following a re- ' 
financing and restructuring of the group by its US-based par- 
ent Stone Manufacturing. Patrick Harverson, London 
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CIHEMA: MORALITY IN MODERN AMERICA 

Bowled over by 
cautionary tales 


Hie Coen brothers, director 
Joel and co-writer Ethan, 
may not have much in com- 
mon with Hitchcock, but 
they share the old master's 
ability to buttonhole an 
audience into complicity 
with the cinematic equiva- 
lent of “once upon a time". 
The Big Lebowski starts with 
a tumbleweed ball rolling 
through the desert, along 
nocturnal urban boulevards, 
on to a seashore. The 
voice-over narrator sets the 
tone, an old-timer who spo- 
radically manifests himself 
to our amiably slobbisb anti- 
hero like a sort of guardian 
angeL He ends the story by 
reminding us how lovable 
the very un-big Lebowski Is, 
Have the ironic Coens fallen 
for their own usually 
detached irony? There's a 
cosiness lacking in their sim- 
ilar Forgo. But it's still the 
week's most sheerly enjoy- 
able movie; the most suc- 
cessful fairy-tale in a batch 
of modern American moral- 
ity plays. 

Jeff Lebowski, oka “The 
Dude", is a weed-smoking, 
vodka-downing relic of the 
student radical 1970s. now 
h umming throu gh an agree- 
ably unemployed life centred 
on the local bowling alley. 
Confusion with another 
Lebowski, a crippled million- 
aire philanthropist, leads to 
labyrinthine complications: 
kidnapping, mutilation, the 
pornography industry . . . 
The Dude weaves his way 
through the plot's twists and 
turns like a spaced-out 
Philip Marlowe. 

Be reassured; the film’s 
repellant poster depicting a 
foot with a severed toe is the 
nastiest thing on show. The 
movie takes its cue from Jeff 
Bridges’ laid-back and fre- 
quently zonked-out detective 
malgri lux. a comedy thriller 
that is actually funny. There 
are predictable jokes - you 
can spot the deceased's 
ashes blowing in the mourn- 


ers’ faces a mile off - and 
dream sequence^ give the 
Impression of padding. But 
the film's cheerful good 
nature scores palpable hits 
along the way, finely acted 
by a cast including some of 
the Coens' regulars. John 
Goodman is bnlldozingly 
good as The Dude's sidekick; 
a Vietnam-obsessed veteran 
whose mania for meticu- 
lously disastrous plans of 
campaign evokes a bull 
charging a gate. 


THE BIG LEBOWSKI 

Joel Coen 


THE RAINMAKER 

Francis Ford Coppola 

UPTURN 

Oliver Stone 


US MARSHALS 

Stuart Baird 


HAPPY TOGETHER 

Wong Kar-Wai 


Steve Buscemi is the third 
of t h ese unlikel y musketeers 
of the bowling alley, gently 
goofy, on his own little 
cloud, several steps behind 
the conversation. Jnlianne 
Moore is memorable as the 
millionaire’s crisply conniv- 
ing daughter with her own 
feminist agenda and an 
avant-garde art gallery to 
match. And there is a hilari- 
ously earnest gang of Ger- 
man nihilists, whose grimly- 
delivered orders in a" pan- 
cake house are satire of 
clashing cultures at its most 
accurate. Led by Peter Stnr- 
mare and replete mit Gher- 
man accents, they also 
threaten to cut off our hero’s 
Johnson (don’t ask) and 
“stemp on it end sfaxuh it". 

Another fairy-tale, this 
time from the pen of John 
Grisham, directed by Cop- 


pola. The Rainmaker is 
familiar Grisham territory; 
legal David versus vested 
interest Goliath, fought out 
in the arena of the law. 
Young Rudy, barely quali- 
fied. champions dotty wid- 
ows, beaten wives; end he 
pursues the hatchet-faced, 
flint-hearted insurance com- 
panies who refuse to pay out 
on the fatally ill. Matt 
Damon confirms a real act- 
ing talent as the lawyer 
whose physique must be as 
robust as his moral sense to 
withstand having a kitchen 
dismantled and hurled on 
btm to little visible effect. 

But them the good are very 
good (blade ivy league-edu- 
cated judge hot on civil 
rights), the drudgery 
remarkably easy (Danny 
DeVito is a treasure as the 
sidekick who produces vital 
evidence by simply examin- 
ing the corporation's rubbish 
bin); and the plot is guilty of 
breath-taking "with one 
bound he was free” -ism, 
when Rudy lets the abused 
wife take the blame far the 
huchand he himself killed, 
and in ah almost perfunc- 
tory postscript we are 
assured that she won’t be 
prosecuted. I fear far their 
fixture life together. 

The Rainmaker is a formu- 
laic pot-boiler, decently 
acted, notably by Mickey 
Rourke, smoothly shark-like 
as a legal shyster, and Jan 
Voight, a company lawyer 
fl ush with high living. 

Voight is less probable as 
a blind, oracular Apache in 
O-Tum. Oliver Stone's over- 
blown tribute to film noir. 
This mind-numbing blow to 
Arizona’s tourist industry 
swelters its interminable 
way through the single day 
(symbolic?) spent by Sean 
Perm trying to escape the 
heU-hole small town where a 
car break-down has trapped 
him. His money stolen, - 
beaten np by a manically 
jealous youth (the one touch 
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Laid-back and zonked-out Jeff Bridges as The Duds in The Big Labowakf 


of humour), hired by each 
partner in a tortured mar- 
riage to kill the other, 
already nursing the stumps 
where gangsters have 
removed two fingers, and 
evading the Russian gam- 
bling mafia, Penn endures 
all with minimal facial exer- 
cise and no noticeable char- 
acter. Pnt-upon victim at 
first, he calmly acquiesces in 
murder and lends himself to 
the plot’s twists, predictable 
in their very improbability, 
until one no longer cares. 
This Is a knowing, sophisti- 
cate's view of film noir. man- 
nered, heartless, kitsch. 

US Marshals it says and 
US marshals is what you get 
In a sequel to The Fugitive, 
Tommy. Lee Jones hits the 


road again with his nicely- 
characterised band of law- 
enforcers. Within 20 seconds 
of Stuart Baird's film 
starting, we have a smash- 
ing (in all senses) car crash. 
Shortly after, a hole blown 
in the fuselage of the pres- 
surised cabin causes a plane 
to catch fire and end bel- 
ly-up in a river. Only half an 
hour after exhausting the 
dangers the four elements 
can hurl at us does the story 
proper get under way. "We 
got a fugitive,*' intones 
Jones; and Wesley Snipes, 
accused of murder, is on the 
run. 

A gripping yam swiftly if 
circuitously told, the film 
suffers only ft wii wham- 
bam syndrome, moving too 


fast to build up tension. 
(Hitchcock would have rel- 
ished the image of someone 
in a giant chicken-suit, hand- 
ing out free samples to pass- 
ers-by, drawing a gun from 
inside the costume.) Jones 
redeems all: he plays the 
ruthless pursuer with the 
faintest hint of send-up, the 
merest suggestion of camp. 
Likeably unpretentious, the 
film enjoys an unexpectedly 
distinguished cast including 
Kate Nelligan, Tom Wood 
[Ulee’s Cold) and Robert 
Downey Jr. Only Irene Jacob 
looks bewilderingly out of 
place, especially when 
scrambling through a cli- 
mactic cemetery chase in a 
little black cocktail number. 

Happy Together won the 


best director award at 
Cannes last summer. Despite 
switching not entirely con- 
vincingly between grainy 
black and white and colour, 
the story of two Hong Kong 
gays in Argentina works 
hauntlngly well. Director 
Wong Kar-Wai (of Fallen 
Angels ) evokes disorienta- 
tion both geographical and 
emotional, the isolation 
resulting when a failing rela- 
tionship throws a feeling of 
alienness into relief. Beauti- 
fully photographed by Chris 
Doyle, the film's gently 
understated metaphors of 
searching and exploration 
ling er on. 

Martin Hoyle 


Housewife in 
need of a break 


THEATRE 


IAN SHUTTlEWfORTH 

Dame Ettax The Spectacfe 
Theatre Royal, Ha ynartcct 

Reviewing Julian Clary's 
show late last year. I 
expressed surprise and relief 
that Clary, when mocking 
his audience, was not as 
cruel or humiliating as 
Dame Edna Everage. On 
finally seeing the housewife 
megastar herself on the Lon- 
don stage,. I felt surprise, 
relief and also a little disap- 
pointment that, well, neither 
is Dame Edna any more. 

She may accuse one 
punter of smelling like a 
week-old J cloth, she may 
question couples in minute 
detail about their babysit- 
ting arrangements whilst 
they are in the Haymarket 
stalls . . . but the audience 
Schadenfreude which Edna 
can still muster is directed, 

nnt at the. embarrassing tit- 


bits which punters are whee- 
dled to reveal, bat simply at 
the fact that they are coining 
in for such lengthy atten- 
tion. (On the press night one 
woman, overjoyed to be 
picked out. was quickly dis- 
patched in favour of more 
fertile cringe materiaL) 

The classic Edna approach 
- "Verbal Intercourse”, as 
the programme has it — is 
displayed only after the 
interval. That other Barry 
Humphries creation. Sir Les 
Patterson - as vile, drool- 
some, and to me unfathom- 
able in his appeal as ever 
(“I’ve never hit Row G 
before!” he announces 
proudly after one prize splut- 
ter) - introduces the first 
half of the three-hour show, 
consisting of “Musical Fore- 
play". in which an amnesiac 
Edna is regressed not caily to 
her own childhood but to her 
forebears' era. Same of St 
Hesketb-Harvey’s lyrics are 
deliciously streaked with 
artificial colouring - unKke 



More hurmfistion: Barrie Humphries as Dame Etkia 


the Everage hair, which is 
quite natural: “Why am I 
mauve? /What is it 1 lack?" 
bemoans her severakgreats- 
gr an dm other in song; 
“Where’er 1 rove/1 come out 
Hlac" ~ others merely ser- 
viceable. 

But what we want is the 
celebrated Humphries acid- 
ity. Strangely, soma of its 
finest appearances pass most 
of us by: when Humphries 
appeared as Rupert Mur- 
' doch. and even managed to 
slip in a topical gag about 
his marital separation, an 
opening-night audience 


which included Conrad 
Black. David Frost and 
Andrew Neil remained 
strangely muted. Dame Edna 
herself appears trapped in a 
three-way quandary: either 
stick with material which 
has proven successful in the 
past but whose edge is now 
blunted by familiarity; be 
seen to be tafcmg possibly 
too much of a back seat as in 
the musical first half, or 
raise the stakes - as with 
the kitsch canonisation of 
the finale - to a level which 
looks excessive even in an 
Everage context 


Manchester hosts 
new music festival 


Manchester is playing host 
to the International Society 
for Contemporary Music, 
which is celebrating the 75th 
anniversary of its first festi- 
val That was in Salzburg; 
g)n/*> then the annual festi- 
val has moved from capital 
to capital - mostly in 
Europe, but sometimes fur- 
ther afield: Haifa. North 
America. Tel Aviv. Seoul. 

For an official body with 
representatives from much 
of the world, the ISCM 
boasts a remarkably impres- 
sive track record. Major 
works as disparate as Bog's 
violin concerto and Poul- 
enc’s two-piano concerto 
have had their first perfor- 
mances under its auspices. 
There have been duds too, of 
course: even the most scru- 
pulous ISCM jury cannot be 
prescient The “ISCM World 
Music Days" remain, never- 
theless. a forum like no 
other. 

This is the sixth time that 
the festival has been held in 
Britain. The host country 
usually gets generous time 


for its own composers. I well 
remember the 1962 affair, 
when foreign delegates were 
impressed by Peter Maxwell 
Davies’ string quartet, 
bemused by Tippett’s new 
King Priam and distinctly 
embarrassed by Britten's old 
violin concerto. 

More than 50 works 
selected by this year's jury, 
from many countries, are 
being performed in Manches- 
ter. The “world premieres” 
are mostly of smaller pieces, 
though the festival will con- 
clude an Saturday with the 
first integral performance of 
Elliott Carter's Symphonic. 
Thus far, the deepest impres- 
sions have been made by 
two composers from ~ appro- 
priately - what used to be 
called “the Manchester 
school". Maxwell Davies and 
Harrison Birtwistle. 

Davies himself conducted 
the BBC Philharmonic in the 
opening concert last Friday. 
His Worldes Bits . a single 
slow, agonised movement 
lasting over half an hour, 
famously horrified a Prom 


audience 30 years ago. Now 
it sounds like a gritty mas- 
terpiece: sullen and rebarba- 
tive. maybe, but relentlessly 
gripping - and closer in 
spirit to Mahler than any- 
thing Davies has composed 
before or since. 

Birtwistle’s recent Pulse 
Shadows, a cycle which 
alternates nine movements 
for string quartet with nine 
settings of Paul Celan’s mel- 
ancholy poems for soprano 
and another ensemble, com- 
manded general awe and 
admiration. Claron 
McFadden was the superb 
soloist, her partners the 
Arditti Quartet and the Nash 
Ensemble, who were equally 
searching in t his luminous 
score. 

Birtwistle's reputation far 
wielding forbiddingly large 
forces is one-sided; the gen- 
eral public bears less of his 
transparently etched cham- 
ber music, and Pulse Shad- 
ows is the peak of it. None of 
the younger composers' 
music heard in Manchester 
so far has been on that level 
though there are encourag- 
ing sparks. There is a lot 
still to come. 

David Murray 


Dance for 
grown-ups 

Clement Crisp 

reviews 

Tango Por Dos 

It Is the simplest formula in 
dance-theatre: fine dancers, 
fine musi cia ns, and no 
decorative tra-la-la. In the 
case of the Tango Por Dos 
troupe, now happily 
returned to London for a 
three week season at the 
Peacock Theatre, it means 
that seven musicians are 
seated at the back of the 
stage (very well lit) and a 
rhatn of tangos, danced and 
sung, slink and swoop over 
the stage in front of them. 

Nothing else is needed. 
What holds ns enthralled is 
the knife-flash of legs, 
scissoring the tiny space 
between the couples, the 
way the women’s Teet can 
caress the floor, the bite and 
kick of the tango rhythm 
and the sometimes acrid, 
sometimes swooning 
sonorities of the music, and 
the ritualised sexuality of 
the dance. 

1 iMnfc the tango 
fascinating - because of its 
ability to seem at mice both 
blatant and hieratic; 
because of Its tight 
structure on which dancers 
and musicians erect 
fascinating shapes of 
melody and step; and 
because it seethes with 
emotion. 

The four couples whom we 
watch, and Miguel Angel 
Zotto who is director and 
leading man. are 
tremendous performers. The 
musicians are, it needs 
hardly to be added, no less 
tremendous: the link 
between dance and score is 
important and. in this show, 
the twinning is positively 
Siamese. There is also an 
admirable singer, Roxana 
Fontan: I didn't understand 
a word she sang, and I 
believed ha- utterly. 

The ingredients are what 
we expect: fedoras and 
silk-scarves, natty suiting, 
the last pair of spots in 
captivity, a c ertain amount 
of cross-dressing (sexnal 
ambivalence is a sodden, 
vivid flavour in this tango 
brew), skirts slit to the hip, 
and the blank gaze that does 
not mask the eroticism of 
what the legs and body are 
signalling. (The men adopt 
the saurian -chic and 

patent-leather hair I 
associate with George Raffs 
screen persona: when they 
dance together it is like a 
meeting between Mafia 
bosses). 

The dances are cleverly 
varied. Only one number 
tries, and fails, to be cute 
about a pigtailed girl and a 
footballing chap. The 
performers are blazingly 
good. Men, not boys - the 
tango is for grown-ups - 
and women who are 
beautiful, and beautifully 
aware. The tango’s roots in 
urban dance-halls 
brothels gives a fingering 
identity to its interpreters, 
and under the vastly stylish 
skills of these artists we can 
sense the dance's social 
force. An unashamed 
tango-freak, 1 salute the 
evening as an ideal view of 
the tango’s richness and its 
insidious power. The music 
is intoxicating — difficult to 
sit when the band is luring 
us to our feet - and 
intoxicatingly played. 
Irresistible. 

Peacock Tbeatra, Loudon WC2. 
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INTERNATIONAL 

Tel* 49-30-34384-01 

23, 24. 25. 26, 28 

M Liston en; Apr 26 

Barry Atkinson and Frances Moore, 

previously seen in London's Tate 

Gabriel; Apr 24 



Henze. Conducted by Christian 

COPENHAGEN 

HELSINKI 

Apr 23. 28 

by British pre-Raphaelites 

ROME 



Arts 

Friedrich; Apr 24 

• Lohengrin: by Wagner. Revival 
of a production conducted by 

EXHIBITIONS 

Louisiana Museum of Modem 

Art, Humtebaek ' 

Tet 45-4919 0719 
wwwJoulslana.dk 

Francis Bacon: major retrospective, 
including loans from arornd the 
world; ends on Sunday ■ 

OPERA 

Finnish National Opera 

Tet 358-9-4030 2211 

LOS ANGELES 

OPERA 

contemporaries. Includes works by 
Rossetti. Burne-Jones, Watts and 
Lord Leighton; ends on Sunday 

OPERA 

Teatro deB* Opera 

Tel: 395-481601 



Guide 

by Gttz Friedrich; 

Apr 28 

production by Swedish director 
Bienne Glaser, designed by Peter 

Pavilion 

Tet 1-213-972 8001 

NEW YORK 

OPERA 

New York City Opera, New York 
State Theater 

Haitink conducts a production from 
C overt Garden; Apr 26 

' 

r f t 

BIRMINGHAM 

Franck; Apr 24, 29 

11 Trovatore: by Verdi. Conducted 
by Gabriele Ferro in a staging by 

STIVES 

- 

AMSTERDAM 

CONCERT 

Symphony HaU 

FLORENCE 

LONDON 

Stephen Lawless. Cast includes 
Vladimir Bogachov; Apr 25, 29 

Tet 1-212-870 5570 
www.nycopwa.com 

EXHIBITION 

Tate St tires 

Tet 44-1736-796 543 

Roger Hilton (1911-1975): 
retrospective of the British painter; 
ends on Sunday 

;; 


EXHIBITIONS 

StedeHjk Museum 

Tet 31-20-5732911 

tiro PogoreBch: recital by the 
pianist of works by Rachmaninov, 
Granados, Prokofiev, Schumann 

Maggio Musicals Rorenfino 

T9t 39-55-211158 
www.magglofiorBntino.coni 

Barbican Hafl 

Tet 44-171-638 8891 

London Symphony Orchestra: 

MUNICH 

CONCERTS 

production directed by Mark 

Lamos and conducted by Stewart 
Robertson; Apr 25 



www^tede!ijk.n1 




Tet 49-89-5481 8181 

EXHIBITION 

TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 

r 


Walter Pichler Drawings: 

Sculptures: Buildings. Installation 
by the Austrian artist of work which 
challenges the boundary between 

bologna 

OPERA 

production by Lev DocSn, 
conducted by Semyon Bychkov; ' 
Teatro Gomunale; Apr 24. 26, 29 

Mahler and Copland; Apr 29 

Royal Festival HaU 

• Klasstsche PhBharmonie Bonn: 
conducted by Heribert Belssel in 
works by Rossini, Chopin and 

New-York Historical Society 
Landmarks of New York. A 
selection of photographs by 



sculpture and architecture; ends on 
Sunday 

Tet 39-51-529 999 
vmwJwttunQ.ltftx>flBBtmcornunale 

FORT WORTH 

• The Royal Opera: Parsifal, by 
Wagner. Concert performance. 

• KSnlgflch RSmtsche 

PhDharmonie: conducted by Mu 

7 

Europe on medium wave 648 kHZ 
(463m) 

> 

.-•> •• 

BERLIN 

CONCERTS 

PMhannonie 

Tel: 49-30-2548 8354 

Berlin Philharmonic Orchestra: 
conducted by Claudio Abbado in 
works by Mozart Rihm. Brahms 
and Schumann; Apr 25, 26. 27 

Don Pasquaie: by Donizetti. La 
Sepia production condoucted by 
Maurtzio Ben ini/Roberto Polastri in 
a staging by Stefano Vfef ofi. Cast 
includes Ruggero Raimondi; 

Apr 28 

EaHIdI 1 ION 

Kfanbefl Art Museum 

Tet 1-817-3328451 
wwwJtimbeff&torg 

Renoir's Portraits: Impressions of 
an Age. More than 60 paintings 
spanning the artist's career, of 
streets including Claude Monet 
and Madame Renoir; ends on 
Sunday 

conducted by Bernard Haitink. The 
title role is sung by Pfaddo- 
Domtogo; Apr 23, 28 
• Orchestra de Paris: Frans 
Bruggen conducts works by Haydn 
and Mozart With cello soloist Toils 

Hai Tang in works by Mozart 
Brahms and Tchaikovsky, with 
violin soloist J irfan Rachfin and 
pianist Anna Gourari; Apr 25 
• Moscow State Symphony 
Orchestra: conducted by Pavel 

PARIS 

CONCERTS 

Salle Pfeyd 

Tet 33-1-4561 6589 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 

Monday to Friday, GMT: 

0620: Moneylbe with Lou Dobbs 
13J3tk Business Ash 

19 JO: World Business Today 

2280: World Business Today 

«-• • 

- • 

CHICAGO 

concerts 

• Phaharmoria Orchestra; Mozart 
Plano Concerto Cycle. The first of 
two concerts given by pianist 

and Tchaikovsky. WHh piano 
soloist Nikolai Petrov; Apr 26 
• Munich Philharmonic Orchestra: 

by Frans BrOggen in works by 

Haydn and Mozart With ceflbt 

Truls Mork; Apr 23 

..V 
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DANCE 

Deutsche Oper 

Tel: 49-30-34384-01 

La Sylphtde: revival of a production 
designed by David Walker and 
directed by Peter Schaufuss. etfter 
August Boumonville; Apr 25, 28 

OPERA 

Deutsche Oper 

Tet 1-312-294-3000 
www.chic8gosyirrphony.org 

Chicago Symphony Orchestra: 
American premiere of Carter’s 
Clarinet Concerto, conducted by 
Pierre Boulez with damet sokrirt 
John Bruce Yeh. The programme 

Is completed by MaWeris 

Symphony No. 1 1n 0 Major. Apr 

FRANKFURT 

CONCOCTS 

Frankftet Oper 

Tet 4959-21202 

Warsaw Redo Symphony 

Orchestra: conducted by Wojctech 
. RajsH in works by Beethoven and 
Dwrtrk. With piano soloist OIE 

1 

■Concerto Nos. 22. 23 and 24; 

Apr 28 

OPERA 

En^ish National Opera, London 
OnUaeum 

Tel: 44-171-632 8300 

La Bohdmet'by Puccini. Steven 
Pkrdott’s production Is revived by 

programme including works by 
Debussy and Schoenberg. With 
soloists Including soprano 

HSdegaxd Behrens; Apr 27. 28 

EXHIBITION 

HsusderKunst 

Tet 49-89-211270 

Symbolism in England 1860-1910; 

by Kurt Sanderiing in works by 
Mozart and Bruckner; Apr 29 

TM&tje dee Champs Elysties 

Tet 33-7*49525050 

Vienna Philharmonic Orchestra: 
conducted by Zubin Mehta In 
works by Weber, Mozart and 

Mahler. With oboe soloist Martin 

• Busmess/Market Reports: 

05:07; 06:07; 07:07: 0820; 0920; 
1020; 1120; 11:32; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


Smart bombs, smart production 


The days of 20-year development programmes and $600 toilet seats may be numbered as the US defence 
industry moves to lean manufacturing. But, says Alexander Nicoll, there is still much fat to - be trimmed 


A t 6.30am most 
mornings in St 
Louis, Missouri, a 
team of engineers 
gathers in front of 
three-dimensional images to 
discuss progress in design- 
ing Boeing’s version of the 
Joint Strike Fighter, the 
next US combat aircraft 
In former days, their task 
would have been simply to 
make drawings. They would 
have given little thought to 
how factories would turn 
their designs into manufac- 
tured products and none at 
ah as -to how the finished 
product would be main- 
tained. But the St Louis 
team does not just include 
designers. The manufactur- 
ers of the aircraft, its subsys- 
tems and its tooling are all 
represented, as are mainte- 
nance crews. The atm is to 
create, with computer-aided 
design and manufacturing 
techniques, an aircraft that 
will work first time - and 
cost-effectively - from the 
perspective of everyone 
Involved with 1L 
Enthusiasm for modem 
production techniques is 
suddenly to be found every- 
where in the huge, window- 
less factories that have been 
turning out militar y aircraft 
in basically the same fashion 
since the second world war. 
“Lean thinking has been 
embraced from the top of 
our corporation down,” 
enthuses Bill Bullock, who 
heads Lockheed Martin's 
plant in Marietta. Georgia. 
Some metal parts for the 
C130 transport aircraft that 
used to take 65 days to make 
are now produced in two 
minutes, be says. 

This is a big turnaround 
for an industry notorious for 
$600 toilet seats, cost-plus 
contracts, very long develop- 
ment periods, cost overruns, 
delayed deliveries and sub- 
stantial post-production 
modifications to equipment 
Now, the trend is to adopt 
commercial practices and 
speed the bureaucratic 
wheels in response to a 
dwindling defence budget. 
The Pentagon wants its 
weapons to incorporate the 
latest technology, which is 
often to be found in the civil 
world, and to do so at mini- 
mum cost - a far cry from 


cold war projects such as 
President Reagan's futuristic 
“Star Wars" programme in 
which money was no object 

But the revolution is In its 
early stages. And it masks 
the fact that considerable 
overcapacity remains in US 
defence manufacturing in 
spite of a $62bn rapid-fire 
series of mergers and acqui- 
sitions. The question Is: how 
-much more fat can be cut 
from the industry? 

Pressures on the Penta- 
gon's suppliers to reform are 
strong. First US defence pro- 
curement spending has 
fallen precipitously. Second, 
the Pentagon is pushing for 
better value. It talks of a 
"revolution in business 
affairs", to match the “revo- 
lution in military affairs" - 
the impact on modern war- 
fare of computer technology 
and precision weapons. The 
defence department wants to 
instil the best practices of 
the commercial world not 
only in its own establish- 
ments, but also in its deal- 
ings with contractors. 

The Pentagon has clearly 
signalled that “we're going 
to [have to] use commercial 
technology and commercial 
practices,” says Alan 
Mulally, who beads Boeing’s 
defence division. “What they 
want is parts to be made in 
the same factory [as for com- 
mercial aircraft] and to the 
same standards." 

Mr Mulally symbolises the 
arrival of commercial forces 


In the military aircraft busi- 
ness. Unto last year, when 
Boeing acquired military air- 
craft maker McDonnell 
Douglas, he had spent nearly 
30 years' on Boeing's com- 
mercial side. 

He was general manager 
of the. 777, an aircraft that 
p rogressed from a gleam In 
the eye to first delivery in 
4% years, hi Boeing’s Seattle 
factory, production tech- 
niques^ developed far the 777 
are now. being applied to 
Boeing's portion of the F-22, 
the stealth fighter aircraft 
with a 22-year gestation 
period. 

Mr Mulally says the think - 
ing of military chiefs has 
changed so much that, if he 
closed his eyes, he could be 

talking to the nhairmp.n of 

United Airlines or Cathay 
Pacific. But he and other 
executives admit .the revolu- 
tion In defence production 
has come only so far. Most 
procurement programmes 
still inch forward in cumber- 
some stages, and manufac- 
turers are subject to rigor- 
ous annual government 
Inspections of their costs. 

The uncomfortable fact for 
forward-looking managers 
like Mr Mulally is that most 
of the old, military factories 
are still open. Although Boe- 
ing announced last month it 
would discontinue making 
sheet metal and some 
smaller parts, the net effect 
of the reorganisation will 
eliminate only 8,200 jobs 


over the next three years out 
of Boeing’s total of 238JI00. 

The organisation of 
defence production sites is 
still a far ay from the civil 
aircraft indu stry In military 
aircraft. Boeing is making its 
section of the F-22 in Seattle. 
It produces the C-17 trans- 
port in California, where it 
will also assemble its com- 
peting prototype for the 
Joint Strike Fighter (though 
the forward fuselage of this 
is being built in Missouri). It 
is keeping its advanced 
research “Phantom Works" 
in Missouri where it also 
makes the F/A-18, the Navy’s 
fighter. Boeing makes 
Apache helicopters in Ari- 
zona, and will keep compo- 
nent plants far military air- 
craft in other states. 

Lockheed Martin is simi- 
larly spread out. For exam- 
ple, although it has built a 
state-of-the-art assembly line 
within tts Marietta, Georgia, 
plant for the F-22, the aft 
fuselage and wings come 
from Boeing and the mid-fu- 
selage is trucked from Texas. 

“Corporate nameplates 
have changed, but the merg- 
ers and acquisitions have 
not led to a true industry 
restructuring,” write Eugene 
Gholz and Harvey Sapolsky 
of the Massachusetts Insti- 
tute of Technology in a 
recent paper. 

Executives at the compa- 
nies say the reason for this 
is simple politics: aircraft 
assembly plants remain big 



Adapting to change; an P16 production line at Fort Worth, Texas 


employers even if they are 
leaner producers. 

Mr Gholz and Mr Sapolsky 
see the production overhang 
as encouraging excessive 
and inefficient government 
spending on defence. “The 
defence industry is not gov- 
erned by normal, competi- 
tive market forces: plants 
that would otherwise be 
forced to close, either via 
bankruptcy or a post-merger 
consolidation, can be kept 
open by aggressive lobbying, 
circumventing the market 
mechanism.” 

Congress has often acted 
as a drag an efforts to 
reform defence, delaying clo- 
sures of military bases by 
the Pentagon and reinstating 
equipmaft programmes. 

Instead of closing down 
factories, manufacturers are 
concentrating on productiv- 
ity improvements that can 

be made OH a plant -hy-pTant 
basis. Modem-day communi- 
cations make it easier to 
operate with scattered facto- 
ries, they argue. Boeing has 
espoused a “design any- 
where, . build anywhere, 
assemble anywhere” policy. 
Designs created in, far exam- 
ple, St Louis can be input 
directly into machine tools 
at any other plant, although 
the final product still has to 
be assembled somewhere. 

At Fort Worth, Lockheed 
has used such virtual prod- 
uct development techniques 
to cat dramatically timp 
taken to produce an F-16 
from order to delivery. In St 
Louis, Boeing engineers 
producing a mould from 
which to make an air inlet 
first reduced the time from a 
year to three months. Then 
they answered a newspaper 
advertisement placed by a 
commercial boatbuilder who 
could do the same job in two 
weeks. 

But pressures from the 
Pentagon to go one stage fur- 
ther will not let up. Accord- 
ing to Jacques Gansler, the 
defence department’s pro- 
curement chief, there is still 
considerable scope for 
savings. “The way you get 
savings is you close a plant 
and you put two of them 
together,” he says. This has 
not yet happened. But, he 
says, “that will take place 
over time”. 


BOOK REVIEW SA MUEL BRITT AN 


When ‘sound finance’ 
may not 


apply 


. investment opportunities. 

When I studied economics at ^ plenty a omen, 

DEBTS AND DEFICITS 
An Historical Perspective 


Cambridge my elders used to 
ask me what I had learned 
that had not already been 
obvious. One reply was: 
“Government budgets don’t 
have to balance.” The fash- 
ionable argument of the time 
against balanced budgets 
was that it was a function of 

the state to offset any excess 

or deficiency of private 
savings relative to Invest- 
ment opportunities. Far from 
being like households, public 
finance should act as a bal- 
ancing wheel. A few years 
later I was less sure unbal- 
anced budgets were so won- 
derful. But the case for 
meaning deficits - in care- 
folly defined circumstances 
- is not entirely dead. 

Most of the contributors to 
Debts and Deficits would not 
give houseroom to this case, 
except perhaps to finance a 
war, or very temporarily in a 
recession if the budget were 
near balance over the whole 
cycle:' The book Is the out- 
come of a conference on Brit- 
ish budgetary policy over 
several centuries and reads 
much better than most con- 
ference volumes. It Is not 
confined to high theory. For 
instance, we are given a 
detailed account of Gladstcm- 
ian finance; and we are 
reminded that John May- 
nard Keynes was far more 
cautious about budget defi- 
cits than his disciples. 

On the point of principle, 
the book emphasises the 
dangers of a “debt trap”, 
especially in Walter Elite's 
contribution. If deficits 
exceed more than a modest 
proportion of the national 
income, taxes have to rise 
faster and faster, not to pay 
for public goods, but simply 
to service the interest on the 
national debt 

Fortunately we can usu- 
ally avoid these risks 
because of the existence of 
monetary policy as a better 
instrument far tackling both 
inflation and recession. At a 
minimum, it can act mare 
quickly. Although my sym- 
pathies are with the “doves” 
on the Bank of England 
Monetary Policy Committee, 
their argument that it would 
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be undesirable to raise inter- 
est rates now and reduce 
them soon afterwards is a 
bad rmp One of the virtues 
of monetary policy is that it 
can be changed when cir- 
cumstances c han ge, without 
the need for political egg on 
anyone's face. 

The case for relying on 
monetary policy is probably 
valid in relation to normal 
business cycles. But suppose 
a country is not Just in a 
temporary recession but in a 
long-lasting slump in which 
output remains well below 
capacity levels due to a defi- 
ciency of spending? What 
happens then If interest 
rates have already gone as 
low as they can, but money 
supply growth remains 
depressed and spending Is 
still weak? 

This is what Keynes called 
a “liquidity trap" and is 
more popularly known as 
“pushing against a string”. 
It is all too like Japan today, 
where short-term interest 
rates have fallen to between 
a half and i per emit, but the 
economy is still stagnating. 

Professor Milton Friedman 
does not however believe 
that Japan is yet in a liquid- 
ity trap or that the possibili- 
ties of monetary policy are 
exhausted. The Bank of 
Japan may already have 
begun to take his advice to 
inject money by more 
aggressive security pur- 
chases. But annual broad 
money growth has still to 
respond. Such a policy, if 
continued with sufficient 
intensity, wjQl bring further 
downward pressure on the 
yen and ‘thus could be 
accompanied by a still-larger 
export surplus. 

This would be far from the 
disaster popularly supposed. 
If the Japanese save too 
much in relation to domestic 


above all Americans, who 
save too little. Would it not 
be the most natural thing in 
the world for the Japanese to 
lend their savings to finance 

investment abroad? The mir- 
ror image of an investment 
outflow is a current account 
surplus. In other words, the 
Japanese economy can be 
stimula ted by an excess of 
exports over imports - Just 
as an excess of imports can 
help subdue any inflationary 
bubble in the US. 

. There is thus a strong case 
at present for “benign 
neglect" of the yen exchange 
rate. The mercantilist obsas- - 
stan of the US and Europe 
with their own balance of. 
payments is an obstacle to 
such a recovery process. I 
wish the Japanese govern- 
ment were more robust in 
the face of international 
pressure on the issue. 

Suppose, however, that the 
Japanese government does 
not feel able to stand up to 
US bullying? Or, suppose 
that one day there were to 
be a lasting excess of 
savings, not confined to 
Japan but affecting the 
whole world? Then there 
would be a prima fade case 
for budget deficits for as 
long as necessary to offbet 
excess private savings pro- 
pensities. Even if govern- 
ment debt were to increase, 
output would still be higher' 
and citizen welfare 
improved. Most of the ahti- 
deficit analysis in the book 
implicitly assumes the econ- 
omy is working at an opti- 
mal level of employment 
over the business cycle. But. 
if it is not, it would be worth 
incurring the “burden" of 
transfer payments to domes- 
tic government creditors to 
make it so. 

Modern economists may 
be too inclined to diagnose a ' 
liquidity trap where none 
exists. But on the few occa- 
sions when one does occur 
the principles of sound 
finance should indeed go by 
the board, just as Keynes's 
disciples said they should. 


samuel brittanta/Lcom 
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Plugged-ln Healthcare 


ST DANIH. CASSE 


Experts say that information techno- 
logy can reshape healthcare delivery 
and fmanemg. but privacy concerns and 
lack of standardisation pose barriers to 
change. How will governments respond? 

Modern healthcare is driven by tech- 
nology. Sophisticated surgical procedures, 
new medical devices, and advancements in 
biotechnology save lives and. ultimately, 
drive down costs. 

Bui there is another, quieter technology 
revolution under way in healthcare, one with 
profound consequences on financing, treat- 
ment. and the relationship between doctors 
and patterns. In the United States and across 
Europe, information technology has become 
the most important force in reshaping 
national healthcare systems. 

Recognising the promise of medical 
information technology, the Business and 
Industrial Advisory Committee of the 
OECD convened a forum last au tumn that 
brought together physicians and healthcare 
technology experts to ifiscuss the prospects 
and challenges. A report on their wide- 
ranging meeting has just been published. 

The alliance between healthcare and 
information technology is an old one. Since 
the late 1950s, computers have been used 
to store volumes of medical information 
and manage immense national healthcare 
financing accounts. 

Today, however, the use of inform- 
ation networks is far more ambitious. 
Surgeons are experimenting with ’tele- 
medicine”. transmitting information elec- 
tronically to radiologists or pathologists 
working miles from the operating room. In 
Germany, 73 million people now carry a 
"Versich ertenkarte, * a machine-readable 
card that contains baric information about 
their health insurance. Hospitals in Britain 
and the United States are dramatically 
reducing the time between treatment and 
diagnoses through electronic message 
centres that fink physicians, laboratories, 
and patients' records. The training of sur- 
gical students with virtual reality tech- 
niques is not for off. 

This futuristic, interconnected world 
of medical technology still faces hurdles. 


The last decade has seen a wave of 
healthcare reform in OECD nations. Yet 
virtually all of these reforms have been 
local One country's policies have tittle 
influence beyond its borders. 

By contrast, medical information 
networks offer the possibility of changes 
that are truly transnational With systems 
that can track patients' long-term medical 
records regardless of when? they travel 
and consultations that can take place over 
computers, healthcare information net- 
works break down many of the barriers 
established by local government. 

£ Information technology 
has become the 
$ most important force 


in reshaping national 
s healthcare systems . 


Many OECD governments, however, 
have been accustomed to maintaining 
rigid domestic healthcare regulations that 
prevent foreign doctors, services, or insti- 
tutions from operating within their bound- 
aries. Instead, pafititians must view med- 
ical information technology not as an 
expense or a threat, but as a strategic tool 
for efficiency, improved access, and en- 
hanced quality. Property understood, the 
development of medical Information net- 
works will expand beyond a health 
minister's portfolio and become a fall- 
blown trade and economic issue. 

Some technological advances are still 
needed. Although there are thousands of 
electronic information networks scattered 
in healthcare centres across the globe, 
few of them can communicate with one 
another because dear international stan- 
dards are not yet in place. Fortunately, 
both the U.S. and the European Comm- 
unity have made considerable progress in 
establishing protocols for standardising 
electronically transmitted health Infor- . 
nation. Making them operative is a 
critical next step. 

Technology protocols wiD facilitate 
moving data between countries. But 
sensitive privacy issues and the protection 


of individual patient data present a special 
- and urgent - policy c halle n ge. M^or reform 
campaigns are already under way in Europe 
where a sweeping EU directive on privacy 
most be implemented by member states in 
October of this year. Other legislation is 
pending in the U.K, Canada, Japan, and 
elsewhere. Yet no effort to harmonise 
these initiatives is contemplated, malting 
the future transmission of data across 
national borders a complex political and 
legal problem. 

Preventing someone with access to 
private information from misusing it 
requ ir es governments to walk a fine line. 
They must establish penalties that deter 
and punish misuse of sensitive infor- 
mation without creating a security policy 
so inflexible that it inhibits the use of 
medical data for disease management and 
research or makes cooperation with other 
countries impossible 

The impetus for change will ulti- 
mately come from spreading technology 
among doctors and hospital administra- 
tors, many of whom still rely on pencils, 
note path, and filing cabinets. When they 

are active participants in the healthcare 
information revolution, then computers, 
electronic medical records, and mnlti- 
cotmtry networks will become the 
engines of higher quality, less costly, care 
for the future. 

DbM Qase served m dwiapfnranr * (be Bd^m* 
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LETTERS TO THE EDITOR 
Storing up more suffering than joy 


From Mr Andrew Campbell 

Sir. Three cheers to Gary 
Hamel (“Wrong merger, 
wrong logic", April 15) for 
exposing the flaws in the 
Cdticorp/Tra velars deal 

The moger wfll fail, Mr 
Hamel argues, because there 
is no pile of gold at the aid 
of the one-stop-ftnancial- 
products company rainbow. 
Consumers need financial 
retailers who sell aD the top 
brands. 

But even if he is wrong 
(that is, there is a pfle of 
gold), the Citicorp/Travelers 
merger may still make no 
sense. First, it is not dear 


that common parentage is 
needed to mine out these 
synergies. If the pile of gold 
is large, there is nothing 
stopping an Independent 
Travelers and an indepen- 
dent Citicorp from working 
together. 

Second, we have no evi- 
dence that either set of man- 
agers are capable of creating 
these synergies. Travelers 
has not tried before, and 
Citicorp. Eke the rest of the 
industry, ha« had plenty of 
faded attempts. 

Finally, what about the 
downsides? Investment 
banks do not thrive in a 


commer cial hanking culture: 
direct sales operations suffer 
in a branch-based culture; 
and service-based businesses 
suffer in a product-driven 
culture. 

As Citicorp and Travelers 
try to bring these businesses 
closer together there is 
every likeliho od that there 
will be more suffering than 
joy. 


Andrew Campbell 
director, 

Ashridge Strategic 
Management Centre, 
17 Portland Place, 
London WIN 3AF, UK 


The really staggering data 
on Italy’s net fund inflows 


From Mr Marco Excel 

Sir, Everybody makes 
little mistakes once in a 
while. In your article “Sales 
of mutual funds hit record” 
(April 14) you translate net 
inflows into Italian funds of 
L38,735bn as $5S.45bn. The 
real figure would be about 
$21.6bn. 

Also, the net increase in 
Spanish funds was closer -to 
$9.6bn than the $li7bn yon 
quote. 

More important, though, 
your writers failed to point 
out the relative size of the 
flaws between Italy and the 


US. Net funds inflows are 
hitting record figures, but 
the really staggering data 
are how a country with only 
a fraction of the population 
and gross domestic product 
Is now regularly producing 
net inflows more than two- 
thirds of those in the US. 

These are due to- the struc- 
tural changes you mention 
and there seems to be no 
indication of a slowdown. 


Marco Ricci, 

10 Friend Street, 
Finsbury, 

London EC1V 7NS, UK 


Moment 
of truth 


From Mr Nigel Scott. 

Sir, I have just taken on a 
new secretary with impecca- 
ble qualifications but little 
financial experience. I am 
impressed, though, by her 
perspicacity in referring In 
a report typed for me to 
the Bank of England’s 
“Momentary Policy Commit- 
tee’’. is this really what the 
chancellor had in mind? 


Nigel Scott, 
director of finance. 
Children’s Aid Direct, 
12 Portman Road, 
Reading, 

Berks RjGSO IEA, UK 


Back now to 
boom and bust 


From Mr Maurice 
Fitzpatrick. 

Sir, Downing Street may 
or may not be correct to say 
that industry does not want 
to return to boom and bust 
(“Blair ignored warning 
signs over sterling”, April 
21), but a return to boom 
and bust is what industry 
has been given. 

The economic growth fore- 
casts in the March 1998 Bud- 
get Red Book suggest that 
quarterly economic growth 
in the 18 months to June 30 
1999 will average barely 0.4 
per cent compared with the 
average 0.75 per cent 
achieved in the IS months to 
31 December 31 1991. Given 
the continued resilience of 
the service sector, which 
accounts for around 70 per 
cent of gross domestic prod- 
uct, this fall in overall eco- 
nomic growth will effec- 
tively be taken- up by 
Industry - which will be 
stagnating or in recession 
for much of 1998 and 1999. 

As far as much of industry 
is concerned, boom and bust 
has already returned, despite 
what the Treasury main- 
tains to the contrary. 


Maurice Fitzpatrick, 
head of economics, 
Chantrey Vellacott, 
Russell Square House, 
10-12 Russell Square, 
London WC1B 5LF, UK 


Japan has only itself to blame for this economic melodrama 


Prom D. Jerome Aturphy. . 

Sir, Lately the issue of 
responsibility for Japan’s 
economic woes has been 
somewhat of a kaduta no 
kuri, or hot chestnut that no 
one dares to grab. So I was 
surprised when Hikam Mat 
sunaga, the Japanese 
finance minister, lobbed one 


over to Robert Rubin, the US 
Treasury secretary. 

On Tuesday we learned 
that Mr Matsunaga testified 
that Mr Rubin’s oft-repeated 
remarks in support of a 
Strong dollar were to blame 
for his government’s 
intervention in currency 


markets. In reality, the tat- 
tered state of- the Japanese 
economy and the govern- 
ment's ad hoc response to 
the 1 situation have much 
more to do with the most 
recart routing of the yen. 

Politicians and bureau- 
crats are facing a perilous 
situation that requires their 
courage and initiative. Their 
responses to - date have 
suggested that they have an 
insufficient grasp of the 
severity of the problem. 
While it is clear that the 
huge Yl6,Q00bn package will 
provide a temporary lifeline 
to the economy, many ana- 


lysts expect that the details 
to be unveiled tomorrow will 
contain 'a familiar recipe of 
pork projects to the heavily 
indebted construction sector 
and other vested interests. 
As the economy is already 
showing signs of recession, 
any increase in economic 
activity would be a welcome 
reprieve. 

But officials should not 
delude themselves into 
thinking that the economic 
melodrama unfolding now is 
the result of some foreign 
Plague which has washed up 
their shores. The respon- 
sibility for Japan's lacklus- 


tre growth in the 1990s lies 
at home, and an earlier 
acknowledgment of this 
could have prevented the 
slow-motion accident we are 
now witnessing, in the 
absence of fundamental 
change, the government may 
find that its currency inter- 
ventions and Nikkei “price- 
keeping operations" were 
lousy investments of public 
money, only buying a little 
time. 


D. Jerome Murphy, 

3-27-23 Jingnmae Apt 2U, 
Shibnya-ku, Tokyo 150, 
Japan 


Number One Southwark Bridge, London SE1 9HL 
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Nuclear parcel 
gets passed 




Most people want to reduce the 
risk of nuclear war. But the row 
over shipments of weapons-grade 
uranium from Georgia to the UK 
this week shows that people are 
much less sure about how to.deal 
with the dangerous materials 
which go to make bombs. 

The fuss in this case was dis- 
proportionate to the danger. The 
UK agreed to take 4kg of D235, 
most of which was quite safe to 
handle or store and could be 
machined into smaller places for 
medical purposes. Only 800g had 
been irradiated in a research 
reactor and needed special treat- 
ment at Dounreay nuclear com- 
plex in Scotland. It will be much 
safer there than in Georgia. 

The quantity which the UK 
agreed to accept is very small 
compared with the surplus bomb 
making material held in the UK, 
and trivial compared with that in 
the rest of the world, hi total the 
five acknowledged nuclear pow- 
ers (US. UK, France. Russia and 
China) have produced some 2.000 
tonnes of plutonium and hi g hl y 
enriched uranium for military 
use. But as a result of interna- 
tional agreements to reduce their 
arsenals, only about 400 tonnes 
are now needed according to 
some estimates. In Russia alone 
there may be a surplus of about 
1,000 tonnes, enough to make per- 
haps 100.000 bombs. 

The Georgian «wisignmpnt , by 
comparison, would make only 
about half a bomb, even in 
skilled hands. Its significance is 
that it was left by the former 


Soviet Union (and apparently for- 
gotten) in a country where It 
could be vulnerable to theft by 
bandits or international terror- 
ists. That is why the US was pre- 
pared to pay some $2m to ship it 
to the UK. But environmental 
lobbies are so strong that, mother 
US nor France would store the 
uranium. Russia also decided to 
pass the parcel. 

Clearly, the removal of weap- 
ons grade uranium from the con- 
trol of unstable or vicious 
regimes must be a top priority far 
the major powers. And good 
progress has been made as a 
result of the efforts of the Inter- 
national Atomic Energy Agency, 
combined with specific deals 
such as thin one. 

However, the nuclear states 
need also to increase the momen- 
tum towards disposal of their 
own surplus stocks. For these 
may also be open to theft, partic- 
ularly in Russia, where records 
and accounting procedures are 
far from adequate. More open- 
ness and willingness to submit to 
tough inspection is needed by all 
the nuclear powers. 

But the main lesson tram this 
week’s row is that governments 
must find ways to counter the 
strident and often wilfully mis- 
leading cries of environmental 
lobbies. Disposing of nuclear 
material carries some danger, to 
be sure. But there are far greater 
horrors to consider. To make 
anxieties about nuclear re-pro- 
cesslng the excuse for inaction 
would be criminal folly. 


Not cricket 


It is spring. The thwack of 
leather resounds on willow. The 
cuckoo greets the. first snowfall 
Loud among the sounds of the 
season, the cry echoes in the long 
room at Laud’s: why, oh why, is 
England so useless at cricket? 

There is an answer. It has 
nothing to do with the innate 
abilities of the -players: If is that - 
those in charge of the game do 
not really, really want to win. 
Obviously, they are not deliber- 
ately sabotaging their team’s per- 
formance. But they are deter- 
minedly pursuing other aims that 
have the same effect These aims 
are to provide a steady income 
for the 18 county cricket clubs 
which run the game and steady 
work far the 300 or so county 
cricketers who play for the dubs. 

Offering employment to hard- 
working county cricketers is an 
honourable thing to do. But not if 
it is being done at the expense of 
the national game. The counties’ 
interest is to maintain a full 
schedule of domestic matches. To 
this end, they require everyone - 
Test cricketers included - to play 
about 100 days of cricket a year, 
roughly twice as much as rival 
Test players from Australia, the 
West Indies or other cricketing 
nations. 

This requirement is the single 
biggest explanation of English 
cricketing failure in the last 80 
years: English players are 
reduced to below international 
standard by the county grind. 


The counties can pursue their 
interests because of the bizarre 
ftnimrnai arrangements on which 
RngHah cricket is based. Nearly 
all the money raised for the game 
comes from international 
matches. These are packed to the 
rafters. Nearly all the money that 
is spent on the game is distrib- 
uted by the comities to ordi- 
nary players and county grounds. 
These are usually empty. 

The control of other people's 
money mean the counties can 
ignore the plight of the national 
team. They did so last year when 
Lord MacLaurin, the former 
Tesco chairman who now heads 
the England and Wales thicket 
Board, proposed a reform to raise 
standards by allowing the best 
teams to earn more. A majority 
of counties rejected the plan. 

This decision was self-destruc- 
tive. In the end, without a suc- 
cessful national side, spectators 
will abandon cricket and the 
county system wiD die too. That 
is already happening. So the sea- 
son now beginning ought to be 
considered a last chance for the 
counties to change their minds. 

If they do not, those who stage 
Test matches should declare uni- 
lateral Independence, set up a 
domestic system of their own and 
re-invest tbe cash they keep in 
players whose aim is to compete 
at the top. That is tbe only way 
to produce a successful side, and 
the only way. to guarantee kmg- 
run public support 


Forward inarch 


The consolidation of Europe's 
defence industry is happening, if 
not fast enough or to a grand 


Yesterday's victory of a consor- 
tium in a competition to build 
armoured vehicles is bound to 
lead eventually to an overall 
reduction of capacity. This may 
be bard for the losers, some of 
whom are complaining about the 
role played by the German gov- 
ernment But since governments 
are the customers, the award of 
contracts is inevitably the most 
powerful Tnoam of forcing ration- 
alisation. 

This process must exeats a set 
of competitive companies which 
can win enough busi ness to do 
more than merely survive the 
dftniino hi arms spending which 
followed the ending of the cold 
war. . 

They must have expertise m 
areas of defence which will cre- 
ate big orders at the cutting edge 
of technology for years to come, 
and they must be able to market 
their products globally, not just 
in Europe. Only in this way wffi 
European industry be able to 
compete with whichever large us 
companies emerge from the con- 
solidation which is taking place 
on the other side or “e 
Atlantic. 

The mpmey with which Euro- 
pean governments are (at fasw 
treating the issue is t o be 
applauded - including measures 
this week towards harmonising 



Birth of the euro 


Watch out, dollar 

The euro could become an international currency with real clout more quickly 

than many people are expecting, argues Vicki Barnett 

the euro 


The introduction of the euro wlQ 
transform Europe. But the cre- 
ation of the world's second larg- 
est currency area will also have a 
huge rn vpM* on the global finan- 
cial system. What is still unclear 
is whether the euro's influence 
will be primarily regional or 
whether ft will come to rival the 
dollar as an international cur- 
rency. The answer has important 
implications for both Europe and 
the US. 

The US dollar has dominated 
the international finance system 
for nearly a c ent ury. Because of 
its extensive use by third parties. 
Its importance in global financial 
transactions far exceeds the US’s 
27 per cent share of world output 
(see chart). Tbe dollar accounts 
for 56 per cen^of the world’s for- 
eign exchange reserves; 48 per 
cent of export invoicing; and par- 
ticipates in more fhnn four-fifths 
of all foreign exchange transac- 
tions. 

It is no accident that just we 
currency has gained pre-emi- 
nence. As the use of a currency 
rises, the market becomes mare 
Uqrrifl and transaction costs fan, 
inducing even more people to me 
it. Once a currency becomes 
widely used, it Is hard to dis- 
lodge. Neither the yen nor the 
D-Mark has made significant 
inroads Into the dollar’s domi- 
nance. So why should the euro be 
any d iffer ent? 

A big factor will be tbe sheer 
size of the euro area. The II pro- 
spective members have a com- 
bined grass domestic product of 
$6,300bn, against the US’s 
$8,100bn. The euro area will be 
the world’s largest importer and 
exporter, excluding infra-BU 
trade. And ft as planned, Emu is 
extended to aft 25 EU countries, 
the euro area will become the 
world’s largest economy. 

A huge economy maans a huge 
new capital market, with much 
lower transaction costs. And, 
nnUke Japan, Europe's capital 
markets are fully open to foreign 
investors. Tbe effect an liquidity 
will be dramatic. Avinash Per- 
saud, bead of currency research 
at J.P. Morgan, predicts that 
“transaction costs will collapse 
overnight". This will immedi- 
ately make the euro more attrac- 
tive as a vehicle currency for 
trade and foreign exchange. 

The unification of the Euro- 
pean currencies will also lead to 
economies of scale, making it 
mere likely- that foreign compa- 
nies exporting to Europe will use 
the new currency to denominate 
their trade. Say, far example, a 
Japanese company exports 10 per 
cent of its output to Germany, 5 
per cent to France and 5 per cent 
to Italy. Before Emu, tbe trade 
would probably be transacted in 
dollars because of the expense of 
dealing in several different cur- 
rencies. But after Emu, with a 
fifth of its exports going to tbe 
euro area, it might well switch. 

All this TTiparxt the euro's use 
as a vehicle currency could 
quickly In particular; 

• .Effects could be felt first in 
those countries expected to join 
the next wave of Emu - the UK, 
Sweden, Denmark and Greece. 
Hillary Thompson, head of Euro- 
pean strategy at NatWest, says 
many European companies trill 
ask their UK suppliers to invoice 
them in euros. Several of Nat- 
Westfs larger UK clients, which 
have European-oriented busi- 
nesses, have been discussing 
plans to switch their operations 
entirely into euros. 

Many suppliers in non -Emu 
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countries could end up operating 
in euros to keep their customers 
happy ~ what Ms Thompson calls 
the “euro supply-chain effect". 
She believes tbe euro could 
become a quasi-domestic cur- 
rency in the UK "within two to 
three years”. This process is 
already beginning. Last week, 
British Steel became the second 
large UK company - ICI was the 
first - to «Tinfmn«> that it would 
ask its suppliers to accept pay- 
ment in euros. 

• The euro Is also likely to be 
widely used in eastern Europe 
and, to a lesser extent, north 
Africa, where many local curren- 
cies are already pegged to Euro- 
pean currencies. 

• It may start to be used in 
transactions between tbe euro 
area and countries outside 
Europe. Currency transactions 
between Japan and Europe, for 
example, are almost always inter- 
mediated through tbe dollar, 
while most exports from Asia to 
Europe are also invoiced in the 
US currency.. As the euro gains 
momentum, this could change. 

• Many of the world’s central 
banks may also rednee their high 
concentration of doDar holdings 
by switching to euros. Central 
banks want greater diversifica- 
tion in their currency portfolios, 
particularly after many made big 
losses when the exchange rate of 
the dollar plunged in the late 
1980s. 

The euro’s greater liquidity 
and lower transaction costs (com- 
pared with individual European 
currencies) will be a big attrac- 
tion: a prime consideration in 
choosing a reserve currency is its 
effectiveness for intervening in 
foreign exchange markets. 

The denomination of a coun- 
try’s trade is also an important 
influence in the choice of cur- 
rency. This means that any shift 
towards using the euro in trade 
wQl have a knock-on effect for 
the desirability of euro reserves. 


Given these expected changes, 
most economists agree that, 
sooner or later, the euro will 
achieve international status. Hie 
question is when. The most com- 
mon view is it will take some 
time. Martin Brookes, interna- 
tional economist at Goldman 
Sachs, thinks that, although a 
bipolar financial system is eco- 
nomically logical, "it will take a 
very long time before there is a 
big shift to the euro". And the 
International Monetary Fund, in 
last October's World Economic 
Outlook, said the new currency 
would only achieve international 
status "in the medium to longer- 
term". 

The reasons most often dted 
for such caution are that the eco- 
nomic stability of- the euro area 
has yet to be proven, while Euro- 
pean capital markets are consid- 
erably smaller than their US 
counterparts. 

But neither factor should have 
& decisive impact On the first 
point, it is true that an interna- 
tional currency needs the support 
of a stable ‘economy. True also 
that tbe euro area could suffer 
significant economic turbulence 
in the transition period. But 
these will be primarily structural 
problems concentrated in pockets 
of overheating or regions of per- 
sistently high unemployment 

Such problems will not matter 
to international holders of euros 
so long as the overall macroeco- 
nomic performance of the euro 
area is stable and inflation 
remains reasonably low. And, 


with the European Central Bank 
likely to play it very safe as it 
establishes its reputation, con- 
tinuing low inflation seems prob- 
able. 

The second argument against 
tbe euro’s rapid rise - that Euro- 
pean capital markets are too 
small - is more relevant. The 
European domestic securities 
market is only two-thirds of its 
US equivalent. And without a 
central government bond issuer, 
European fixed income markets 
will remain more fragmented 
than in the US- In this, the early 
entry into Emu of tbe UK, with 
its deep financial markets, will be 
crucial. 

There is a counter view to the 
idea that the euro will take a 
long time to mature. Some econo- 
mists suggest tbe sudden fall in 
transaction costs will lead to tbe 
rapid adoption of the euro world- 
wide. “The euro will become an 
Internationa] currency within a 
matter of months, not years," 
says Mr Persaud of J.P. Morgan. 

Academics Richard Portes and 
Bfiltae Rey, in a paper recently 
published by London’s Centre far 
Economic Policy Research*, 
share this view. They suggest 
that the shock Emu will bring to 
the international financial sys- 
tem “is likely to be substantial 
and relatively sudden”. 

The internationalisation of a 
currency is not just a status sym- 
bol. It has significant economic 
and political implications. First, 
the issuer of such a currency 
gains a direct economic benefit in 
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procurement and avoiding dupli- 
cated research and development 

But governments need to be 
wary of lumping the existing 
players into one big mass and 
hoping that somebody will be 
able to manage the new group- 
ing, For one . thing, it will not 
work: shareholders of British 
Aerospace and GEC. for e xample , 
w£Q not throw in their lot with 
an amorphous group of ineffi- 
cient companies with substantial 
state holdings. For another, such 
a group would probably have 
great difficulty in becoming prop- 
erty focused on business goals. 

The defence companies which 
are Hkely to succeed are building 
businesses without watting for a 
pan-European solution. GECs 
strategy to expand Its presence 
globally in defence ele ctron ics 
right Fart of its purpose 
in buying Tracer, a Texas elec- 
tronics company, may b e to put 
pressure on the French govern- 
ment to speed up pwVh l isation. 
But GEC’s primary aim is to 
have strong businesses in the 

most important markets. 

Although British Aerospace 
has advocated a pan- Europ ean 
aerospace and defence c omp a n y, 
it too has an eye across the 
Atlantic and is strengthening its 
ywfc* with o thar p rivate sector 
companies, in Europe. 

Governments are right to 

e mphas ise the problem- But they 
must be careful to let the solu- 
tion emerge from tbe market. 


Bony was a 
warrior 

Yesterday’s move by the Bank of 
New York for Pittsburgh outfit 
Mefion Bank suggests that Unde 
Sam’s oldest financial company 
takes after Its founder, Alexander 
Hamilton, who was also one of the 
nation’s founding fathers. 

Bony’s normal level of activity is 
the butt of a WaD Street joke about 
the duel In which Hamilton was 
kffled by Aaron Burr, then US 
vice-president, with whom he was 
conducting a tong- running slanging 
match. As he threw on his coat to 

dash out to the field of honour, he 
tokj underlings to do nothing until 
he came beck: wags say they are 
watting sffil * 

But HamBton’s career included 
speOs In such widely differing roles 
as aids-de-camp to George 
Washington and secretary to the 
Treasury, and he was prepared to 
go out and face a duel when his 
honour was at stake; similarly. 
Bony occasionally has a rush of 
blood to the head and does 
something out of the ordinary. 

A decade ego. Its successful bid 
for the Irving Trust Company was 
the first hostia takeover in US 
banking for decades. Now, after 
months of rumours. It Is applying a 
beer hug to Melton, and doing so 
In an unorthodox way — publicising 
a letter to your target’s board is 
not standard banking takeover 
practice. 

Whether this is just another 
Isolated incident or an indication of 





how new chairman and chief 
I executive Thomas Renyi plans to 
operate remains to be seen. 

There Is one way In which Bony 
won't want to foflow the founder’s 
example. Hamilton took the first 
shot In the due) - and missed. 

Poll position 

President Fidel Ramos's man is 
stumbling in the popularity stakes 
with Just three weeks to go until 
polling day in the Philippines, and 
speculation has begun about the 
possible return of one of the 
country's grand old tradttons: 
vote-rigging. 

The late and 

tememed-ty-pra£^k»My-nobody 
dictator Ferdinand Marcos was a 
great believer in the health-giving 
effect of a well-stuffed ballot box - 
sxJ many Ffflpinos believe to this 
day that, even If Ramos was 
declared the winner of the 1992 
election, Miriam Defensor-Sarrtiago 
actuaSy got more votes. 

This time round, Marcos’s 
chosen successor Is Jose da 
Venecia, the speaker of the House 
of Representatives, whose 
popularity appears to be roughly in 
line with Ns charisma. His current 
poB rating b 14 per cent - half that 
of vice-president and former film 
Star Joseph "Erap" Estrada. 

Concern about how the pod wfll 
be conducted has brought worried 
noises from Cardinal Jaime Ski, 
the country’s top eteric, who te no 
Shrinking viotet when It comes to 
Intervening In politics. 

The business community doesn't 
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like the Idee of Crvfl disturbances If 
the elections are not credible. They 
don't Ska Estrada any more than 
Sin does, but they're now saying 
privately that they would far rather 
see him In Malacanang Palace than 
risk a dodgy victory for de Venecia. 


Judge not 


The court system to Hungary can 
seem a bit of a mess, not helped 
by the fact that poor pay for 
judges makes recruitment and 
retention difficult. 

One Judge in the small eastern 
town of Mateszalka seems to have 
taken the tack of judicial training to 
heart and devised a work 
experience scheme: she took the 
day off and sent her daughter - 
who’s a court official and keen to 
follow in mum's footsteps - to 
hand down a few venficts fa her 
place. 

The authorities take a less 
Imaginative approach to training: 
they've asked the judge to resign 
and advised the daughter to think 
up another career path. 


War cry 


Even Gerhard Schrader's silky 
election campaign machine te 
capable of misfiring. The siog&i - 
The Power of the New - under 
which the 54-year-old Lower 
Saxony state premier was installed 
as Social Democrat contender for 
Chancellor Helmut Kohl’s job last 
week, wasn't ail that new after alL 
Siemens, the Munich-based 
electrical and electronics giant, haa 


gentfy pointed out to the SPD that 
its marketing mandarins dreamed 
the slogan up about six months 
ago for a Siemens ad campaign. 
So It’s beck to the soundbite 
factory for the SPD. 

Not that It’s all gloom for 
Gerhard: any Jarring notes are 
drowned out by the strife between 
Kohl’s Christian Democratic Union 
and Its feisty Bavarian sister the 
Christian Social Union. 

Wolfgang Sch&uble, the CDU's 
crown prince, and Theo Weigel, 
finance minister and CSU leader, 
were at each others’ throats when 
MPs of tha two parties met this 
week. Astonishingly, Kohl dki 
nothing to stop the row, prompting 
renewed doubts over his ability to 
come down from the heady world 
of Euro-pofltics and establish order 
over his feuding followers ahead of 
September's poll. 

Windows frame 

Windows 98, Microsoft's 
[ much-hyped new operating system 
which is coming soon to a 
computer near you, will eventually 
i make Bffl Gates yet more milKons 
of dollars: but for the moment, It’s 
Just bring an embarrassment 
At a trade show in Chicago this 
week. Gates suffered the 
humJMlor of seeing his new baby 
crash during an orwstage 
demonstration. It was just a test 
version, he explained, adding: 
“Whfie we’re all very dependent on 
technology. It doesn't always 
work.” It seems to have worked 
'pretty weU for Gates. 




the form of seigniorage: in 
exchange for almost costless 
notes, the issuer receives real 
resources - net imports. A sec- 
ond benefit is the greater liquid- 
ity In the bond markets that 
results from isternatlonalisatioii: 
this lowers yields, cutting the 
costs of borrowing for both gov- 
ernments and companies. 

A rapid rise In demand for the 
euro would also affect the euro 
exchange rate. Unless it were off- 
set by an equally rapid rise in the 
amount of euro assets issued, it 
would exeat a powerful upward 
influence. 

The exchange rate between the 
dollar and the euro will become 
the most important in tbe world. 
But the US and the EU, being 
relatively closed economies, are 
unlikely actively to manage their 
exchange rates. This combination 
of factors has led Fred Bergsten, 
director of the Institute for Inter- 
national Economics, to warn that 
a "quantum leap in transalantic 
co-operation" will be needed to 
avoid a damaging increase in 
exchange rate volatility**. 

So far, American policymakers 
seem unconcerned at the poten- 
tial challenger to their currency's 
dominance. “The dollar will 
remain the primary reserve cur- 
rency for the foreseeable future,” 
Larry Summers, the deputy Trea- 
sury secretary, said in a speech 
last year. "We expect the impact 
of the euro on the monetary sys- 
tem to be quite limited initially 
and to occur only gradually”. 

Mr Summers and the rest of 
the US estahUstament, it seems, 
may be in for a surprise. 

* The Emergence, of the Euro as 
an International Currency by 
Richard Portes and Biline Rey. in 
EMU: Prospec ts an d ChaUanges 
for the Euro ” CEPR April 1998 

** The Dollar and the Euro by C 
Fred Bergsten, Foreign Affairs 
Volume 76 no 4 


100 years ago 

War At Last 

Key West 22nd April. The 
American fleet sailed at a 
quarter to six this morning. The 
monitors ’Tenor’’ and "Puritan," 
the gunboat ‘ Helena.” the 
cruiser “Marblehead" end three 
torpedo boats remain here. 11 
ajm: The fleet has captured a 
Spanish freight steamer near 
here, with a cargo of lumber 
from Texas. 

Washington, 22nd April The 
New Orleans harbour authorities 
yestenday seized 1,000 mutes on 
board the steamer "Catalonia" 
as contraband of war. The 
routes were intended for 
Havana. The Spanish Consul 
protested, and declared that as 
war had not been dedarad, the 
seizure was IBegaL 

50 years ago 

Democrats Win In Italy 
Rome. April 22. Tha final results , 
of the elections have i 

consolidated the Ctaistian i 

Democrats’ victory. They have I 
gained an absolute majority In 
both the Smote and the 
Chamber of Deputies, with 148 
Senators and 307 Deputies out 
of 574 The Communist- 
dominated Popular Front wfll be 
represented by 182 deputies. 

I The Milan Bouse was weaker, 
some sharp fate taking piece In 
industrials. 
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Veering Volvo 


Safe but dull? if only. In remoulding itself 
as a racier proposition, Volvo has skidded 
off the tracks at a fair old lick. Higher 
launch costs and an unfavourable sales 
mix have dented profitability just when 
confidence In the stock was recovering. A 
half percentage point fall in operating 
margins to 4 per cent leaves the company 
ill-placed to hit its 5-7 per cent target 
Con tinuing gloom over higher margin 
Asian sales - accounting for around 6 per 
cent of the total - cannot help either. 

Clearly much hope is pinned on the 
success of new models. The new upmarket 
saloon will have its work cut out to chal- 
lenge the established strength of BMW 
and Daimler-Benz at a time of intense 
price competition Bat given the success 
of its new mid-size can - which helped 
treble Volvo cars' opoating profit in 1997 
- it seems fair for now to offer the benefit 
of the doubt. After all, current investment 
in this new large car platform win soon 
support other models too. 

ftx pandhig the truck product range in 
Europe and Latin America will help Volvo 
take on the market leaders. But, given the 
overcapacity in the sector, growth by 
acquisition might be better. Renault's 
Mack unit in the US remains the best fit. 
With SKxl8bn (£L32bn) net cash on its 
balance sheet, Volvo would still have 
plenty of room to pick up Mack and 
repeat last year’s share buy-back. Until 
then the discount to BMW and Daimler- 
Benz looks warranted. 

Mellon/Bank of New York 

' For such an apparently ardent suitor, 
Bank of New York’s embrace of Mellon 
Bank looks feeble. Following yet another 
round of failed merger talks, it has pub- 
lished the terms of its rejected $24bn take- 
over proposal, but says it will not back 
this up with a tender offer or pursue an 
unfriendly deal. That gives Frank 
Cahouet. Mellon’s famously difficult 
chairman, the option to keep on stone- 
walling. Slnw» Bony’s bid is at a juicy 28 
per cent premium to Mellon’s market 
price, the latter’s shareholders would 
surely prefer a proper hostile bid, allow- 
ing them to decide matters. 

Unfortunately, hostile takeovers are 
almost impossible to pull off under state 
hanking laws in Pennsylv ania, where Mel- 
lon has its headquarters. So BONY'S tac- 
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tics are probably the nest best thing. But 
they depend on Mellon's shareholders put- 
ting pressure on their board to negotiate. 
With Mellon’s stock trading 12 per oent 
below the value of BONY’S $90-a-share 
offer, the market is not putting huge odds 
on their success. 

That would be a shame. The merged 
bank’s dominance of tedious businesses 
such as securities processing, global cus- 
tody and depositary receipt s would make 
it one of the country’s most profitable, 
with a return cm equity of nearly 25 per 
cent. And via the premium. BoNY is offer 
ing Mellon investors virtually all the J5bn 
or so value of the $800m of expected 
savings upfront That must be worth mak- 
ing a fuss over. 


It was too much to hope that Liffe’s 
cumbersome board would launch a revo- 
lution in the way London’s futures and 
options exchange is run. But at least it 
has sanctioned evolution. The profit disci- 
pline can be usefully employed to over- 
rule moves by members to protect their 
interests at the evpemwi of the exchange's 
overall wealth. Recognising that auto- 
mated trading will be done on a subscrip- 
tion basis paves the way, at last. Ear divor- 
cing access to the exchange from 
ownership. On top of the decision to 
appoint a full-time chairman , progres s is 
undeniable. 

But the proposals still bear signs of 
committee fudge. It is envisaged that own- 
ership will still be dominated by existing 
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members: will they act with the share- 
holder side of their brain or the vested 
interest lobe? And there is some ominous 
detail to sort out in the shareholding 
structure. Most importantly, the impact of 
the proposals on the key issue - securing 
the exchange’s competitive future - 
remains unclear. On the introduction of 
automated trading, for instance, there has 
been no ratcheting up of urgency. Surely 
an electronic programme should start 
rolling earlier t h fln the eve of the millen- 
nium. 

The proposals need to gain strong back- 
ing from members to demonstrate a bury- 
ing of divisions. And the new chairman 
will need to reform the board further. The 
deosion-naZing structure still looks too 
much like Liffe as we know it. 

US mutual funds 

Americans are married to the stock I 
market as never before. Total assets of the . 
booming mutual fond industry, at nearly j 
$5,000bn, are expected to overtake those of I 
the e n t ire US commercial hanking system 
this month. According to Federal Reserve 
figures, 53 per cent of household financial 
assets - which exclude real estate - is 
now invested in equities, higher even 
than at the previous peak reached in the 
1960s. By contrast, cash holdings have 
dropped to a record low of 14 per cent 

How long can this shif t in assets con- 
tinue? Probably for a bit longer. After all, 
cash levels have been declining for 15 
years. But they are unlikely to go to zero. 
And the rising popularity of bond funds 
(at the safe end) and venture capital funds 
(at the risky end) shows investors search- 
ing for alternatives to dizzily-rated equi- 
ties. 

Meanwhile, the baby boomers (bora 
from 1946 to 1965) who have been saving 
for the past 15 years are starting to pay 
children’s college fees. At best this win 
consume some of the monthly cash flows 
going into equities. At worst it could 
force some households to dip into their 
prindpaL 

This is a potentially serious threat 
Arguably, equity fund inflows have taken 
over from falling Interest rates and com- 
pelling valuations as the prime driver of 
the stock market If that pillar Is weak- 
ened or removed, share prices will have 
little support left 


Irish asked to make leap 
of faith for peace deal 

Republic may not be easy to win over, writes John Murray Brown 

-w-« j. m nrm mund. For manv Irish petmle. But he concedes that vptipg 


E am on die Valera, the austere 
republican leader and former 
Irish president still casts a 
large shadow over the <rmnn County 
Clare town of Ennis, in the west of 
Ireland. 

His statue looms over the local 
courts building. His granddaughter 
SHe holds his old parliamentary 
seat But next month a symbolic 
part of the legacy of “Dev”, as be 
was known, will be dismantled when 
voters are asked to abandon the 
republic’s territorial claim to North- 
ern Ireland, one of the central tenets 
of his 1937 constitution. 

As part of the peace settlement 
agreed two weeks ago, the Irish are 
being asked to adopt the principle 
that change in Northern Ireland’s 
status as part of the United Kingdom 
cai> only +akp place with the Kecking 
of a majority of the Northern Ireland 
population. 

Bertie Ahem, the Irish prime min- 
ister, was given a standing ovation 
in the Ball (the lower house of the 
Irish parliament) when be outlined 
the ca se for c omp romise during a 
debate this week an a motion on the 
accord. 

The motion was passed without a 
vote on Tuesday night hut opinion 
in country areas could prove harder 


to win round. For many Irish people, 
articles 2 and 3 of their constitution 
- which define Ireland as the whole 
island, its islands and Its territorial 
seas - represent a core belief. 

An opinion poll last week 
suggested that people in the Repub- 
lic were more reluctant to endorse 
the peace package than in Northern 
Ireland. Only 61 per cent were in 
favour compared with 73 per cent 
north of the border. 

“It can’t be taken for granted that 
people will vote for it. We are getting 
mixed signals,” says Gerry Collison, 
editor of the Clare Champion, the 
local newspaper. 

I reland, he says, is “just a couple 
of generations from a civil war, 
and attitudes are strongly held”. 
Clare is traditionally a republican 
area, returning three deputies from 
Fianna Fail, the party founded by de 
Valera, who died in 1975. 

The local Fianna Fail party is due 
to debate a motion next week calling 
for the retention of the territorial 

r-Taim 

PJ Kelly, chairman of the Clare 
County Council, says: “It’s a difficult 
time for Fianna Fafl. There would be 
loyalty to Bertie but also loyalty to a 
principle. " 


against the package would put him 
in the same boat as Ian Paisley , 
hardline leader of the Democratic 
Unionists in Northern Ireland. 

As one local member said: “H Shm 
J%ui, (the political arm of the IRA] 
can sign up to it then I suppose we 
can too." „ ' 

Outside Fianna Fall, there is less 
resistance. “But if Dev's philosophy, 
is so strong, how come we elechJd 
Moosajee Bhanyee?" says MUo, a. 
local shopkeeper. In 1992. Hr 
Bhamjee. a South African Indian,, 
became Ireland’s first ethnic minor- 
ity member of parliament when be 
won a seat for Labour in the foist ' 
seat constituency. 

“If South Africa can sort out Hz 
prob lems , then so can we," says MB' 
Bhamjee. who withdrew from parlia- 
ment to pursue a career as a psychi- 
atrist 

The Rev Willie Walsh, a CathoBc 
bishop, says “I would have d e spa ire d 
of ever getting to the point we are at- 
now. And for better or worse we wffi 
become more deeply embedded in 
the north as a result of the deal.* 

He says his only concern is that "IT. 
the peace process breaks down, it is 
much more likely the violence wffl 
spill over into the Republic". 
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By Lacy Sray In Boon 

Germany’s centre-right coalition 
government yesterday announced 
measures to put thw unemployed to 
work, days before a regional election 
which the oppos i t i on Social Demo- 
crats are forecast to win. 

The government said the mea- 
sures, ranging from extra job train- 
ing places to incentives for the 
self-employed, would he worth 
DM3.7bn ($2bn), but did not repre- 
sent an additional burden on the 
state budget 

The plan sparked strong criticism 
from the Social Democrats, who 
called it “totally inadequate". It con- 
tained nothing new and only “paid 
lip-service" to the problems of the 
unemployed, the SPD said. 

The SFD has developed a strong 
following In Germany’s eastern 
Lander (states), where unemploy- 


ment is highest It is leading Chan- 
cellor Helmut Rcfal’s Christian Dem- 
ocratic Union by 40 per cent to 24 
per cent in the eastern state- of 
Saxony-Anhalt, where an election 
takes place next Sunday. 

Unemployment in Germany 
reached its . highest level since the 
second world war in January, but 
has fallen slightly since, hi the east- 
ern states unemployment is roughly 
double that in the west 
Total German unemployment is 
12.1 per cent, while in Saxony- 
Anhalt the official jobless total is 
22.6 per cent, and unofficial esti- 
mates put it nearer 30 per cent 
Among other measures, the gov- 
ernment is to provide DMLSbn for 
initiatives to help people start their 
own business. It has laid aside 
DM23Gm to create 17,500 additional 
job training places in eastern Ger- 
many and plans to extend the pro- 


gramme until 2001. 

Germany’s plan is part of a Euro- 
pean Union-wide drive to tackle 
unemployment agreed at last yeart 
Luxembourg summit where member 
states pledged to try to cut SO pp 
cent of their unemployment total 

Gfinter Rexrodt. economics minis- 
ter. insisted the government was' 
Rtirking to its commitment to Sup- 
ply-side economics, with the ftmdp 
for the programme coming from a 
restructuring of the employment 
budget He said the programme was 
only one of several economy-boost - 
ing measures, such as tax reform 
and steps to increase workplace flex- 
ibility. The government estimates 
that, as the economy picks up. there 
will be 200,000 more people in weak 
by the end of the year than at the 
end of 1997. 

Obsenrer, Page 19 
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Dax index ignores hints of trouble 

Asthe Xetra Dax index 


Germany 
. tow bw toot 


in Germany has reached 
successive highs, those 
who preached restraint 
have been proved 
wrong. The douds on 
the horizon, such as the 
possible impact of the 
Asian crisis on profits, a 
looming election that 

oa couWseaa change of 

:■ = *' ygBn government and the 

planned introduction 

next year of Europe's single currency, have been 
shrugged off. This year, the Dax has risen 28 per 
cent to about 5A00. Market focus. Page 42 
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Logical end to BNY-Melion tie-up 

Bank of New York’s offer for Meilon Bank of Pitts- 
burgh - the largest hostile takeover bid in US 
banking - has helped BNY lose its reputation for 
Inactivity. The move by BNY represents a logical 
end to the increasing emphasis by many commer- 
cial banks on fee-generating businesses, such as 
securities processing, rasher than on traditional 
tending. Page 24; Lax, Page 20 


How Kenyan horticulture is blooming 

in the past five years Kenyan horticulture exports 
have grown by about 20 per cent a year, due in 
part to tiw lightest of government touches. This 
year the sector wiH still grow, but in single rather 
than double digits. The perfor ma nce contrasts with 
coffee and tea, Kenya’s two leading commodity 
exports, which are laiguishing under the weight of 
state-run marketing boards. Page 32 

ITT to cut 1,000 jobs at pumps arm 

To remove spare capacity, ITT Industries, the 
world’s biggest pump-maker. Is cutting 1,000 jobs 
and shutting up to five plants. Page 24 


Sun Life boosted by pensions sales 

A jump in sales of pensions and unit-finked high 
income bonds helped Sun Life & Provincial Hold- 
ings, the UK sisurance arm of France’s Axa Equity 
& Law. lift new Bfe business 11.9 per cent in the 
first quarter. Expressed as regular premiums plus 
a tenth of single premiums, UK new business rose 
from £91 .4m to £1G2£m ($1 70.7m). Page 28 


Petnm weathers the storm of 1997 

Petron, the largest oil company in the Phllipptaes, 
is on the mend following its problems In 1997. 
Asian exchange crises had pushed up crude o9 
prices while a freeze on price rises stopped It 
compensating for a weaker peso. But impending 
sector deregulation has helped boost Petron’s 
shares 70 percent h five months. Pag* 22 . 

Zambia puts copper back on agenda 

2ambia is taking action tojxrt the privatisation of 
its copper Industry quickly back on trade by 
restarting talks with the Kafue consortium, whose 
bid for the country’s two main mines was rejected 
three weeks ago. The government may change the 
composition of the privatisation committee to faefl- 
ftate new tafl<s with the group. Page 32 . 
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Philips cuts its mobile phone targets 


Heavy losses in joint venture flatten Dutch group’s first quarter profits 


By Barbara Smtt in Amsterdam 


Philips, the Dutch electronics 
group, said yesterday it had 
scaled down its mobile phone 
targets after heavy losses 
flattened company profits 
before extraordinary ifem* in 
the first quarter. 

Jan Hommen. financial 
officer, will thp mobile phobes 
unit, run jointly since last year 
with Lucent of the US, had lost 
abou t F12S0m ($L24m) in the 
first quarter, dragging the coo* 
sumer products division into 
the red. The joint venture unit, 
called PCC. was about one 
year behind schedule, but "he 
hoped it would break even 


later this year. Lucent said the 
venture, to which it had con- 
tributed 10,000 people, was 
“not achieving its goals” and 
“needed to be fixed”. . 

The mobile business was 
seen as a key element in the 
Philips drive to recover from 
years of underperfarmance in 
cutting-edge consumer prod- 
ucts. When Philips entered the 
mobile business-two years ago, 
it said that, by the turn of the 
century, it wanted to rank 
among the world's three 
largest players in the tough 
market But it lags far behind 


the three market leaders. 
Motorola of the US. Ericsson of 
Sweden and Finland's Nokia, 
despite the joint venture with 
Lucent, sealed in June in an 
effort to catch up. Philips 
controls 60 per cent of the 
venture. 

Mr Hommen said Philips hart 
achieved a market share of 
about 6 per cent, while the 
market was growing at an esti- 
mated annual rate of about 35 
per cent worldwide. He said: 
“Coming from nowhere, that is 
quite something,” but added: 
“The other folks out there are 


not exactly slouches.” He 
acknowledged the mobile unit 
had run into production and 
distribution delays. The two 
sides have also encountered 
difficulties marrying the con- 
sumer-oriented Philips busi- 
ness with Lucent, which is 
more pitched towards profes- 
sional markets. Mr Hommen 
said cost s had to be cut. 

Philips had decided to take a 
“more realistic approach”, con- 
centrating for now on protect- 
ing its market share. “The 
potential is still there.” said 
Mr Hommen, “but the group 


has basically lost a year.” As a 
result. Philips' profits from 
normal operations rose 
slightly - to PI 859m from 
FI 836m for the same period 
last year. Declining earnings 
at PolyGram, the entertain- 
ment group, of which Philips 
controls 75 per cent, also 
affected results. 

However, after taking in 
extraordinary income of 
FI 845m from the sale of Phil- 
ips Car Systems to Maxmes- 
nrnm VDO, net profits rose 76 
per cent to FI l.56bn. The 
group confirmed its forecast of 


double-digit earnings growth 
for the whole year. 

Analysts pointed out that 

margins had improved in most 

sectors, and expressed relief 
about the limited impact of the 
Asian troubles on the compa- 
ny's activities. Philips shares 
rose sharply in Amsterdam, 
closing up FI 18 l 30 at FI 18530. 

Semiconductors reported a 
particularly strong perfor- 
mance, with margins above 22 
per cent Mr Hommen did not 
foresee any downturn in the 
near future. Philips plans to 
invest at least FI L2bn in semi- 
conductors this year. 

Lucent results, Page 23 


Volvo shares hit 


Lean times for Lonrho’s African assets 


as first quarter 
profits weaken 


By Tin Bart to Stockton . 


Shares in Volvo yesterday fell 
by almost 13 per cent after the 
Swedish automotive group 
annmmrpH weak er-than -expec- 
ted first quarter figures and 
warned it was suffering from 
rising production costs and 
intense price competition. 

The company’s most com- 
monly traded B shares closed 
down SKr30.50 at SKr240 as 
industry analysts reacted with 
dismay to pre-tax profits down 
to SKr2^7hn (6292m) in the 
first three months of the year, 
from SKi5-25bn. 

A1 though the 1997 figures 
were flattered by a SKrSbn 
gain on share disposals, this 
year's first quarter profits 
were SKr500m-SKr70Qm below 
market expectations. 

Of Volvo's largest divisions, 
operating profits in cars fen 
from £krL07bn to SKr9l5m 
and fram SKr309m to SKr297m 
in construction equipment. 
Profits in trucks rose from 
SKr304m to SKrfflfim. 

T^rff Johansson, chief exeett- 
'tive. said Volvo would embark 
on further cost-cutting mea- 
sures to offset, pricing pres- 
sures and increasing produc- 
tion costs far its P23 saloon 
car, to be launched this year. 

“In order to attain a higher 
operating margin, work is now 
being intensified to farther 
reduce cost levels,” he added. 

Mr Johansson also hinted 
that Volvo might withdraw 
from, non-core areas. Volvo's 
non-automotive operations 
include marine, industrial and 
aero engines. 


“There are going to be 
changes in Volvo’s structure; 
we are going to develop and 
invest in important segments 
and leave segments where 
operations can be better run 
under another ownership 
structure,” he said. 

Volvo’s first quarter difficul- 
ties were exacerbated .by 
sharply reduced demand In 
Asia, where sales fell by 22 per 
cent following the economic 
crisis in the region. The 
darling , accounting for 6 per 
cent of group turnover, was 
o ff se t by solid sales growth in 
western Europe and North 
America. 

Operating margins, however, 
shrank from 45 per cent to 4 
per cent as underlying operat- 
ing profits rose modestly from 
SKrl.88bn.to SKrUttbn, while 
sales jumped 17 per cent from 
SKr4L9bn to SKr4&Sbn. . 

Earnings per share, calcu- 
lated on a 12-month basis, fell 
from SKr22.90 to SKrl6-80. 
Excluding exceptional items, 
they rose slightly from 
Skri2.70to SKrl3. 

Industry analysts said they 
were most disturbed by Vol- 
vo’s warning over pricing pres- 
sures. “These pressures raise 
the prospect of an extended 
period of weaker margins,” 
said John Lawson, at Salomon 
Smi th Barney in London. 

Other analysts said they 
were reducing their full-year 
profit forecasts of around 
SKil2bn by between 7 and 10 
per cent, compared with I 
SKrl&2bn for 1997. 

Lax, Page 20 



Lonrho, the unraveBng conglomerate, b once again hying to split off its diverse portfolio of non-mfaiing Interest s in Africa, which ra nge from 
sausage ma k in g in Kenya to cotton (pining In Uganda. However, the tfenfng may not be ideaL Report, Page 28 


Boeing first quarter earnings fall 90% 


By Michael Skaptokar, 
Aerospace Correspondent 


Boeing, the world’s largest 
aircraft man uf act urer , yester- 
day said continuing produc- 
tion problems and a price war 
with Airbus Industrie, its 
European rival, caused its first 
quarter net earnings to tumble 
to $5Qm from $540m last year. 

Boeing said manufacturing 
difficulties, which last year led 
to the suspension of its assem- 
bly lines for a month, were 
now focused on its new gener- 
ation of 737 narrow- 
bodied aircraft. 

The group made a $2l9m 
after-tax provision for expected 
losses on the aircraft in the 
first quarter - in addition to a 
$437m provision last year. Boe- 


ing, warned there might be 
more charges related to the 737 
as ft triples production from 
seven to 21 aircraft a month. It 
said the production problems 
and strong price competition 
from the Airbus A320 family, 
meant it would sell the first 
400 new generation 737s at a 
loss. 

Boeing’s woes follow a net 
annual loss of 5178m in 1997 - 
its first far 50 years. Its manu- 
facturing problems, caused by 1 
“the steepest production 
increases since the dawn of the 
jet age”, meant it could deliver 
only 108 of the U5 aircraft it 
had promised to airlines in the 
first quarter. 

Harry Stonecipher, presi- 
dent, said: “We are not proud 
of that, but 108 is a heck of a 


lot of aircraft." Mr Stoneci- 
pher. former chief executive of 
McDonnell Douglas, which 
Boeing acquired last year, 
admitted Boeing had displayed 
insularity and arrogance in the 
period leading up to its produc- 
tion difficulties. “It is a danger 
for any great company that 
has had a lot of success. One of 
the problems that you can fall 
into as you try to express your 
pride is that it can turn into 
arrogance. I suspect that all 
great companies have that 
problem.” 

Boeing said the difficulties 
with the new generation 737 
were the result of changes that 
had to* be made because of 
flight test and certification 
requirements. Excluding 
research and development 


expenses and the charge 
against expected losses on the 
737, the operating margin of 
Boeing’s commercial aircraft 
division foil to 48 per cent in 
the quarter compared with 11 
per cent in the same period 
last year. 

Philip Condit, chairman, 
said the company could not 
raise prices in spite of high 
demand from airlines. “Hus is 
a market characterised by 
long-term orders. It is not like 
buying cereal off a shelf 

“Airlines are making deci- 
sions for 30 years ahead. There 
is intense competition in the 
marketplace and the market is 
where prices are set." The 
group said margins would 
remain under pressure 
throughout 1998. 


Liffe endorses li 


it 


ited reform 


by Edward Lace hi London 


The London International 
Financial Futures and Options 
Exchange yesterday endorsed 
a series of reforms aimed at 
staving off the Increasingly 
fierce competitive challenge 
from its German rival, the 
Frankfurt-based Deutsche Ter- 
minborse. But the proposals, 
which will be put to a vote of 
Liffe's 215 members . next 
month, stopped a long way 
short of the radical changes 
demanded by its critics. 

Under the package - put for- 
ward by liffe’s 24-member 
board of directors after a 
heated two-day meeting - Liffe 
will transform itself into a 
commercial and profit-based 
organisation. At present, the 
exchange distributes pr ofi ts to 
its members and exists solely 


to defend the interests of its 
members. The exchange will 
also simplify its six-tiered 
shareholding structure and 
encourage outsiders to take a 
stake in the company. How- 
ever, it would, it said, remain 
“predominantly owned by 
gyjgHng m ember s of the mar- 
ker. 

It will, however, allow out- 
siders to buy the right to trade 
directly chi the electronic trad- 
ing system it plans to intro- 
duce alongside its “open out- 
cry" trading floor in the 
second half of next year. 

“Far the first time we will be 
able to act unequivocally as a 
commercial company taking 
derisions purely on a commer- 
cial basis.” Daniel Hodaon, 
Liffe chief executive, said 
yesterday. 

Several leading members of 


the exchange gqid fha package 
was considerably less radical 

than the proposals ori ginally 

put to the board. These 
included the creation of a new 
supervisory board with a 
majority of independent 
directors. Under yesterday’s 
proposal, the existing board 
remains dominated by mem- 
bers. 

“The heart of the Liffe’s 
problem is that directors on 
the board act in the interests 
of their member firms and not 
necessarily for the collective 
interest of the exchange,” said 
one former board member yes- 
terday. 

Critics also attacked the 
reforms for lacking detail 
Many derisions have yet to be 
taken. 

Lax, Page 20 


Glaxo ‘wanted Leschly out’ 


By DanM Green 

Sir Richard Sykes, chairman of 
Glaxo WeUcome, the UICs larg- 
est drugs company, demanded 
the resignation of Jan Leschly, 
chief executive of UK rival 
SratthKUiiB Beecham. as part 
of the price of a merger 
between the two companies. 

Mr Leschly revealed the 
stray of how ffie deal collapsed 
in February when he appeared 
before a UK parliamentary 
committee on science and 
technology yesterday. 

He said that because Glaxo 
had broken the deal, a r e turn 
to merger talks was extremely 
unlikely. 

The resignation femimd was 
one of several changes to an 
“understanding” that turned 
what could only have worked 
as a merger of equals into a 
takeover. Mr Leschly said. 

He said the two companies 


would have benefited from 
merging, but only if one did 
not impose its culture on the 
other. 

“The two companies remain 
strong individually, and that is 
better than having a foiled 
marriage between them,” he 
said. 

Separately, he said that this 
was the second time talks 
between the two companies 
had foiled: there had been four 
months of negotiations in 1996 
on merging the two compa- 
nies’ research and develop- 
ment operations. 

A single R&D organisation 
wou ld have supplied new med- 
icines to separate manufactur- 
ing 'and marketing companies. 
That deal failed because the 
two sides could not find a 
mechanism far deriding which 
discoveries would be sold by 
which company. 

Mr Leschly told the commit- 


tee that on January 24, the day 
the Financial Times published 
news that SmithKllne was in 
merger talks with US rival 
American Home Products, Sir 
Richard telephoned him. 

“Richard said: IS it too late?’ 
and I said ‘no’,” said Mr 
Leschly. 

There followed six days of 
“intense discussions” that cul- 
minated in the announcement 
of a merger of equals jointly 
led by the two men. 

It came as a shock when Sir 
Richard called a private meet- 
ing in New York for February 
20 and said, according to Mr 
Leschly, the deal as it stood 
would not work. 

“There was no ex p lana t i o n . 
for this,” said Mr Leschly. 
“What was presented was a 
takeover without a premium. 

“By breaking the deal they 
destroyed our board's trust 
and confidence in their board.” 


CHASE 


When European Oil & Gas Companies 
go to the US Capital Markets, 
they choose Chase. 



For further information, please contact: 

Jonathan Franklin, Managing Director fulln Carscadden, Vice President 

London London 

Tel: +44(0) 171 777 1575 TeL+44(0) 171 777 1587 


CHASE. The right relationship is everything. 8 
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COMPANIES & FINANCE: ASIA-PACIFIC 


HONG KONG CP POKPHAND ASKS LENDERS TO AWAIT PAYMENT ON US$1 00m OF NOTES 


CP unit reviews financial position 


By Louise Lucas in Hoag Koog 
and WHfian Banes 
in Bangkok 


CP Pokphand, the Hong 
Kong subsidiary of Thai- 
land’s CP Group, has asked 
lenders to await payment on 
almost US$l00m worth of 
notes while it reviews its 
financial position. 

Failure to agree to the 
request could result in 
default of payments, CP Pbk- 
phand warned yesterday. 

CP Pokphand, an agri- 
business conglomerate with 


interests taking in retail and 
telecommunications, is the 
latest company to hit 
financial problems in the 
wake of the Asian financial 
aids. 

Analysts say the group, 
which diversified aggres- 
sively and is heavily geared, 
was a likely casualty once 
the Asian economies began 
to Mtwr ami hawks tight priori 
lending. 

The CP Pokphand floating 
rate notes are due in 2000, 
but their holders sought to 
use a get-out clause to 


redeem the notes today. CP 
Pokphand balked at this. 

anil ha« rallari a wiPPting for 

next month to ask holders 
“to revoke all redemption 
notices” given on the notes. 

Sumet Jiaravanon, direc- 
tor, said: “The directors have 

decided to make this request 
in view of the continuing 
review ofjthe current finan- 
cial position, including the 
present working capital 
requirements awri n*sh flow 
position of the company and 
the ongoing wintMunHai dis- 
cussions which the company 


will be having with the lend- 
ers" 

The meeting will also ask 
note holders to refrain from 
taking legal action against 
the company, so long as it 
continues to meet interest 
payments. 

Redeeming the FRNs now 
would require $92.Sm plus 
interest of $3 .5m, CP Pok- 
phand said. Holders of two 
further branches of notes, 
worth a principal $285m, will 
be asked to avoid taking 
legal action - none has yet 
sought early repayment. 


The group is taking steps 
to improve its financial posi- 
tion. and is negotiating the 
sale of its 50 per cent stake 
in Shanghai-Rk Chor Motor- 
cycle to a Chinese partner. 

The revelations that the 
sprawling CP business 
empire is suffering awkward 
financial problems h»s come 
as a surprise to some Bang- 
kok-based observers. It was 
thought that the cheaper 
baht would be a boon to CP’s 
export businesses, especially 
its trademark agro-industrial 
ventures, and that foreign 


borrowings would be offset 
by for eign earnings. 

One listed entity without 
foreign gpT-nfags but foreign 
debts to the tune of approxi- 
mately US$1 bn Is Telecom- 
Asta, which holds the fixed- 
line telephone franchise for 
Bangkok flwfl raised money 
on what have turned out to 
be over-ambitious forecasts. 
TetecomAsfa* announced last 
month that it would raise 
Bt7.8bn In fresh capital - 
though without detailing 
how tins would be accom- 
plished. 


news digest 


CONGLOMERATES ; - 

First Pacific nets US$1 8m 
from sale of bank stake 

First Pacific, the Hong Ko °9' bss !iSr^ 
has sold its state In United Comme^BoJtrf 

the company said yesterday. Rrst conaldmei- 

fa's Salim Group, which owns 31 percent 
ate, sold Hs entire stake infoebankfor ^ 

US$120m. The bank was prewou^y JL 

the Safim Group and IS par cent by First Pacific, when was 

responsible for overall management 
The sale win realise US$1 8m for First PacifellyMre 
ft mada the purchase, and win result in an exceptional gain of 

about US$5m. Loidse Lucas, Hong Kong 


Positive developments lift 
gloom surrounding Petron 

Full deregulation and a more stable currency have eased the 
Philippine oil company’s problems, writes Justin Marozzi 


W hen Freddie Webb. 
chairman of the Phil- 
ippine Senate's 
energy committee, recently 
launched Kontra Kartel. a 

g roup railing for iwrniarilato 
cuts in oD prices and a halt 
to deregulation, Petron, the 
country’s largest petrol 
group, must have wondered 
whether it was destined 
always to be a political foot- 
balL 

The Philippine govern- 
ment said Mr Webb, a sena- 
tor seeking re-election in 
national polls next month, 
was being manipulated by 
both the International Mone- 
tary Fund - which strongly 
supported deregulation of 
the oil sector - and Petron, 
Shell and Caltex. the "Big 
Three” oil companies. 

Mr . Webb's outburst high- 
lighted the publics hostile 
attitude to the tog three and 
also helped reinforce the 
widespread perception that 
they are operating as a car- 
tel In a deregulated environ- 
ment. 

Notwithstanding these his- 
trionics, the fortunes of 
Petron, which is 40 per cent 
owned by the state and 40 
per cent by Saudi Araxnco, 
appear to he on the' mend 
following the company's 


annus horribilis of 1997. 
Then, foreign exchange 
crisis pushed up crude oil 
prices - which represent 80 
per cent of the group’s costs 
- while a freeze on price 
rises imposed by the 
Supreme Court prevented 
the group compensating for 
the weaker peso. 

As if that were not 
enough, the same court 
threw oat as unconstitu- 
tional Hw law ilw^giilating 

the til sector. By the end of 
the year, Petron made a loss 
of 631m pesos ($16,600, its 
first for 22 years. 

Recent positive develop- 
ments have removed much 
of the gloom. The present 
stabilisation of the peso at 
about 38 to the d ollar , awri 
softening of world crude 
prices have eased pressure 
on Petron. 

Furthermore, last month 
the government announced 
fufl deregulation of the oil 
sector, well ahead of the 
anticipated June deadline. 
This reduced the public sec- 
tor's ability to make damag- 
ing populist interventions to 
fix prices. 

The good news has not 
been lost on investors - 
Petran’s shares have risen 70 
per cent over five months. 


“Profits are obviously 
going to improve from the 
bloodshed of last year,” says 
Alex Connor, head of 
research at Indosuez WI Carr 
in Manila, who is forecasting 
net income of L6bn pesos in 
1998. 

However, Ms Connor notes 
weaknesses in the 
shortterm outlook for sales 
of industrial products - 
which about one- 

third of group turnover — as 
well as Petron’s dependence 
for another third of its sales 
on Napocor, the largest 
state-owned utility whose 
financial pos iti on the World 
Bank recently called “precar- 
ious". An aririlrinnal worry 
for Petron is that Napocor is 
shifting its power supply 
mix away from oil 

Moreover, the regional 
refining outlook is bleak, 
with a level of overcapacity 
not seen far several years. 
Refining margins in Singa- 
pore, the regional leader, 
averaged 78 emits a barrel, 
the lowest in six years, says 
one analyst, and the situa- 
tion has worsened. For seven 
out of the first eight weeks 
of 1998, refiners in Singapore 
were operating in the red. 

As a result. Petron’s mar- - 
gins are expected to face 



Pumping igc pro sp ect of improved profits has helped Petron’s shares rise 70 per cant In foe months 


renewed pressure, particu- 
larly In the newly deregu- 
lated envi r on ment 
Earlier this month, the 
grou p announced an average 
price cut of L5 per cent, the 
first reduction since deregu- 
lation. This followed a 7.5 
per cent price cut last 
month. One analyst is fore- 
casting gross margins of 10.7 
per cent this year, a leap 
from 39 per cent In 1997. but 
still behind the 1996 level of 
14.7 per cent 

V irginia Ruivivar, head of 
investor relations, at 
Petron, believes the 
regional overcapacity will 
eventually bring new compe- 
tition but says that a trend 
has yet to emerge. 

"If the new players start 
importing products from 
Singapore, of course well 


have to match those prices 
and well see some squeeze 
an margins. As long as that 
doesn’t happen, and so far I 
don’t think the margins 
have been sufficiently attrac- 
tive for importers, we can 
dictate prices ” 

Ms Ruivivar also plays 
down the impart of fun 
dereg ulation on competition, 
inrindtng the removal of the 
old tariff differential, under 
which imported oil was 
taxed at 7 per cent compared 
with 3 per cent for refined 
products. Competition will 
only begin to be felt in ear- 
nest in 1999, she argues. 

Key Marquez, executive 
director of the Philippine 
Institute of Petroleum, a 
trade association, disagrees. 

“There is already competi- 
•rtion; There is no question , 
about it, the new players are 


back in force and they’re 
really bullish,” he says. 

Last year, new entrants 
captured 9 per cent of the 
market for liquid petroleum 
gas, 7 per cent for kerosene, 
3 per cent for fuel til and 3 
per emit for dieseL Not that 
Mr Marquez doubts Petron’s 
ability to face off the new 
players. 

“Petron has the best of 
both worids.” he says. “If for 
any reason buying crude and 
refining it is not as attrac- 
tive as buying finished prod- 
ucts like diesel and gasoline, 
they'll switch and they'll get 
be tte r leverage with the sup- 
pliers abroad because of the 
hi gher volumes. 

“Let's face it, after 60 
years, the big boys like 
Petron are not going to 
' make it easy for .the new 
players." . . 


Supermarkets report losses 

Two of Japan's largest supermarket chains fell into the red 

last year and sokJ assets to prop up their balance sheerts. 

Both blamed their problems at least partly on the collapse n 

consumer spending. . 

Dalai, Japan’s largest supermarket operator, reported its 
first pre-tax loss but managed a net profit by selling property 
and shares in a convenience store subsidiary. On a parent- 
company basis, pre-tax losses were Y25J83bn ($196m) tor the 
year to February 28, compared with a profit of Y591m the 
previous year. Net profit was Yl.lbn, down from Yi .24bn. 

Seiyu reported Its first unconsolidated net loss, of 
Y2S.24bn, and halved Its dividend. Its results were dragged 
down by an extraordinary loss of Y12&5bn. mainly relating to 
an affiliated finance company, Tokyo City Finance. 

Bethan Hutton, Tokyo 


THAILAND 


Provisioning hits banks 

Thai banks yesterday continued to report large declines in 
first-quarter results because of large provisioning for non- 
performing loans. 

State-owned Knmg Thai Bank, the country's second larg- 
est commercial bank, said net profit for the quarter feB 85 per 
cent to Bt378,000 ($9,700). The bank made new provisions 
worth Bt2.77bn In the period. 

Siam CommertiaV Bank saw net profits faU 95 per cent to 
Btl 16.75m. Earnings per shoe feH from BtS.85 to Btfl.21 after 
a capital increase of 619m new shares late last year. 

Bank of Ayudhya, the country's fifth largest, swung from a 
net profit of Btl 21 bn to a net loss of BtS29m. Thai Mittary 
Bonk, the sixth largest, lost Bt1-27bn, compared with a profit 
of B1791m. Ted Bardacke, Bangkok 


Yageo jumps 36% 


Yageo, Taiwan’s leading maker of resistors for personal com- 
puters. said first-quarter preliminary net profits jumped 36 per 
cent to 18680m (US$20.1 m). Turnover dim bed 24 per cent to 
T$720m. Including its local and oversees subsidiaries, Yageo 
said first-quarter combined sales: rose 20 per cent tn.T$1 ,4ba 
Laura Tyson, Taipei 


PAL seeks international link 


April 1998 


This announcement appears as a mater of record only 


$ 1 , 500 , 000,000 


m 

Security Capital Global Realty 

(Incorporated in Luxembourg as a 
Soci6t£ d’Investissement k Capital Fixe)* 

Initial Equity Capitalisation 


By Justin llarasi in ManSa 

Philippine Airlines, the 
ailing flag carrier, yesterday 
said it was in talks with 
International airlines with 
-the' of forming an alli- 
ance. 

Jaime Bautista, chief 
financial officer, said PAL 
was talking with operators 
including Northwest Air- 
lines. American Airlines, 
British Airways and Luft- 
hansa to inject equity. 

“PAL is considering 
investments from other air- 
lines. We are talking about 
alliances - it Is the trend in 
the Industry. You can't live 


mi your own anymore," he 
said. 

Mr Bautista said talks 
were at an exploratory stage 
hot were targeting a techni- 
cal and marketing affiance 
that would include code- 
sharing. - . 

Lada Tan, the Cbinese- 
Filipino tycoon and PAL 
chairman, would not be 
diluting his stake of about 70 
per cent, Mr Bautista said. 

The group last year dou- 
bled its authorised capital to 
20bn pesos (J526m). 

Like other airlines In the 
region, PAL has been hit by 
the regional currency crisis, 
with a sharp drop in passen- 


ger loads. Its ambitions mod- 
ernisation programme, 
which the group said gave it 
the youngest fleet in the 
region, has also boosted for- 
eign debt to S2bn. 

Since the modernisation 
began, financing charges 
have soared with the col- 
lapse of the currency from 
26.4 pesos to the dollar last 
July to a low of 4655. It has 
since recovered to about 38 
pesos to the dollar, but 
banks’ lending rates remain 
high at about 22 per cent. 

Mr Bautista said the group 
was In better health than its 
regional counterparts such 
as Garuda of Indonesia and 


MAS of Malaysia, in terms of 
dollar obligations. But PAL 
was still expecting to end 
1998 with a loss of about 2bn 
pesos, which would be the 
fourth consecutive year of 


“We are all affected by the 
Asian crisis but we have our 
own market and we will be 
able to ride it out with or 
without a foreign partner," 
he said. “It is logical for 
demand to go down but we 
have good loads on trans- 
pacific rentes and domestic 
Operations are OK. It is only 
In Asia and Europe that 
loads are not as satisfactory 
as we would like.'’ 


Security Capital Global Realty Invests in Strategic Control Positions 
in Real Estate Operating Companies Outside of the United States 
which have Significant Prospects for Long-Term Cash Flow Growth 


*A Private , European-Based Company managed by Security Capital Global Management SJL, 
a wholly owned subsidiary of Security Capital Group Incorporated 


This announcement appears as a matter cf record only. 


$348,000,000 



CASTLE HARLAN PARTNERS III, L.P. 


in partnership with Management and Co-investors has acquired 




U N I VERS AL 
COMPRESSION 


The undersigned assisted in the negotiations 
and acted as financial advisor to Castle Harlan Partners III, LI t 


CASTLE HARLAN, EMC. 


April 23. 1998 


New York 
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°'l~.- S ..^.?Lf. A . 1 :.lr. s , . IN CRUDE PRICES HIT US GROUPS' FI RST-QUARTER RESULTS 

Mobil declines in line with 


By Christopher Parkas 
m Los Amiss 


Mobil exceeded analysts' 
first-quarter profit estimates, 
earning 88 cents a share,’ 
down from last year’s $L0& 
The average prediction was 
for earnings of 75 cents per 
share. 

The decline was in line 
with overall industry 
results. 

Increased -oil production 
and an advance of more than 
100 per cent in downstream 
profits offset some of the 


sharp fall in erode prices, 
although group revenues 
dropped almost IS per cent 
to R&6bn. 

The company’s margins 
also b enefite d fr o m the joint 
refin in g and marketing ven- 
ture with UK-based British 
Petroleum, and other cost- 
saving measures, which con- 
tributed about $100m to tbe 
result 

Asian downstream 
operations improved in spite 
of tbe regional economic 
troubles, and the aTHwnro 
with HP helped In Europe, 


said Lado Nato', chief execu- 
tive. 

US exploration and pro- 
duction profits tumbled to 
880m, compared with 8224m 
last year, while international 
earnings slid from 8470m- to 
8810m. ‘ 

Ultramar Diamond Sham- 
rock, one of the larger IS 
independents, also felt the 
impact of an average 83 a 
barrel drop in oQ prices dur- 
ing the quarter. 

Its earnings for the quar- 
ter dropped from 26 cents to 
22 cents before special items. 


Roger Hemminghaus, 
chai rman of Ultramar, said 
he estimated that the lower 
crude price and refining 
margins cost tbe company 
about 25 cents a share in the 
quarter. 

However, Mr Hemmln- 
gfaaus was optimistic about 
second-quarter operating 
profits as long as refining 
margins continued to 
improve. 

Motor fuel demand was 
quite strong and margins 
were significantly better, 
auguring an "excellent” 


sector 


three months, he said. 

Conoco, the Du Font sub- 
sidiary, was "cautiously opti- 
mistic" about the rest of the 
year after a 13 per cent fall 
in the first quarter. 

Archie Dunham, president 
and chJef executive, said 
that even though crude 
prices remained at their low- 
est level in almost a decade, 
gas prices had increased 
recently. 

Sales fell 11 per cent in the 
first quarter to 84Sbn, and 
earnings of $287m were $44m 
lower than last time. 


losse !. Lucent surges to $ 180 m in second term 


By Louise Kehoe 
in San Francisco 

Lucent Technologies sailed 
past Wall Street projections, 
more than doubling income 
far its second quarter and 
setting a new last pace for 
product development and 
acquisitions. 

Net income for the former 
communications equipment 
arm of AT&T was 8180m, or 
14 cents a share, before an 
acquisition charge. 

This compared with $6Gm, 
or 5 cents, a year ago - well 
ahead of expectations of 


about 9 cents a share. 

The company took a spe- 
cial, after-tax charge of 
$157m for the acquisition of 
Promlnet, a leader in 
high-speed office networking 
technology. 

The results also included a 
$2lm after-tax reversal of 
restructuring charges. 
Including special items, net 
income was 823m, or 2 
a share. 

Revenues for the quarter 
were $ 6 . 16 hn, an increase of 
25 per cent on continuing 
operations and 19.6 per cent 
on the consolidated busi- 


ness. Last time revenues 
were $5J5biL 

The company said it was 
bringing communications 
networking technologies to 
market faster than ever 
before. 

"We recognise speed is the 
essence of competition and 
we are catting product 
development cycles in half," 
said Don ■ Peterson, chief 
financial officer. "We have 
proven that we can do it 
now we have to maVe it our 
standard performance.” 

Lucent's revenues for 
equipment sold to telephone 


network operators and inter- 
net service providers 
increased 24.7 per cent, to 
S3.65bn. Sales of business 
communications systems, 
which include . office tele- 
phone exchanges, messaging 
systems and call centre 
equipment, were up 32J per 
cent at $L73bn. 

Semiconductor sales rose 
14.6 per cent to 8705m. In the 
chip segment. Lucent 
focuses on devices for use in 
communications equipment, 
a market that is growing fos- 
ter than other parts of the 
semiconductor industry. 


“We are operating in fost 
growing markets and taking 
share from competitors in 
the North American mar- 
ket,” said Mr Peterson. Tm 
a little indifferent as to 
which competitors we are 
beating.” 

For the first six months of 
1398, net income rose 41 per 
cent to 81-Sbn, or 99 cents a 
share, excluding acquisition 
charges. Revenues for the 
half-year were $l<L8Sbn. an 
increase erf 19.5 per cent on 
continuing operations arid 
13.7 per cent on the consoli- 
dated business. 
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Colgate 
held back 
by dollar 
strength 

By Retard waters in New York 


Colgate-Palmolive, which 
relies on sales in emerging 
markets more heavily than 

most other US consumer 
product companies, notched 
up a 16 per cent advance In 
aftertax income in the first 
quarter. The gain came 
despite a notable translation 
Impact due to the strong 
US dollar. 

This turned a 9 per cent 
advance in local currency 
sales into a reported revenue 
gain of only 1 per cent to 

■jfflVhn. 

Colgate was also ham- 
pered by the economic trou- 
bles in Asia, a region which 
accounted for 17 per cent of 
Us sales during the period. 

The company recorded a 
10 per cent foil in sales com- 
pared with a year before, 
despite a 3 per cent increase 
in sales volumes. 

However, Colgate lifted 
earnings thanks to robust 
growth in other parts of the ; 
world and cost controls. i 

Colgate reported after-tax I 
profits of $19ffln, or 65 cents , 
a share, both of which repre- 
sented increases of 16 per 
cent from a year before. 


USA1RLINES L0W0IL PRICES BRING RELIEF 

UAL held back 
by Asia factor 


By Retard Tomkins 

: In Near York 

UAL. the holding company 
of United Airlines, the big- 
gest US carrier, barely 
increased earnings In the 
first quarter in spite of the 
strongly positive factors that 
have boosted profits at other 
US airlines. 

On a pro forma basis, 
assuming its employee share 
ownership plan was com- 
plete, net earnings edged 
ahead from 8215m to 8218m, 
or $1.63 a share. That was 
better than the $1.55 expec- 
ted by analysts. 

But on a reported basis, 
net profits sank from $85m 
to $35m, and earnings per 
share tumbled from 92 cents 
to 34 cents, partly because 
the cost of acquiring shares 
for employees rose in line 
with its higher share price. 

Most big US airlines have 
benefited from record traffic 
and fores in their domestic 
market. But many of United 
Airlines' routes extend into 
south-east Asia, and it has 
suffered from the region's 
economic troubles. 

First-quarter revenues 
slipped 1.6 per cent to $4 bn. 


with the afriinp blaming a 
fall-off of traffic in the 
Pacific. In addition, it said, 
the prior year’s quarter had 
benefited from the tempo- 
rary lapsing of a federal 
ticket tax and labour unrest 
at rival American Airlines. 

Like other airlines, how- 
ever. United benefited from 
the sharp foil in oil prices, 
which reduced its fuel costs 
by mare than 20 per cent. 

US Airways also reported 
lower revenues - down 1.8 
per cent to S2.1bn. This 
reflected a contraction of its 
route network last year. 

The reduction of loss- 
making routes helped lift 
operating profits by 9 per 
cent to 8192m, but net profits 
fell 36 per cent to 898.2m 
because the company's tax 
rate shot up from 8 to 40 per 
cent. Earnings per share 
were 96 cents, against ana- 
lysts' forecasts of 94 cents. 

Trans World Airlines 
reported first-quarter net 
losses down from S75.4m to 
$61 .4m on revenues up from 
8762m to 8765m. 

TWA said it ended the 
quarter with cash balances 
of 8346.1m, up from 8237.8m 
a year earlier. 
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Xerox advance in line 
with expectations 

Xerox yesterday reiterated its beflef that sales of Its new 
generation of digital copiers would provide the growth to see 
it through a difficult period in international markets. The con- 
tinued bullish comments came as the US document process- 
ing company reported a 12 per cent growth In underlying 
earnings for the first quarter of this year, in line with Wall 
Street's expectations. 

The impact of the stronger dollar wiped 3 percentage points 
from Xerox’s reported revenue growth from a year before, 
leaving It with a 7 per cent advance, to S4.3ba 

Revenues from its new Qne of digital copiers jumped by 35 
per cent and accounted for 39 per cent of the company's 
sales, up from 32 per cent in the 'Same period last year. Earn- 
ings from continuing operations rose to $301 m, or 84 cents a 
share. The latest figures also included a $1 90m post-tax - 
charge to reflect Xerox's previously announced exit from the 
financial services business, leaving- it with reported net income 
of $11 1m, or 32 cents a share. Richard Waters, New York 

AEROSPACE^ 

Bombardier orders at record 

Shares In Bombardier, the Canadian aerospace and transpor- 
tation group, rose C$2.50 to an all-time high of $38.50 In mid- 
day trading yesterday after foe company reported on Tuesday 
that its backlog of orders was at record levels, reaching 
C$iai bn (US$12.7bn) for foe year to January 31, up-74 per 
cent on a year previously. 

Bombardier reported a modest 22 par cent profits rise fix 
the quarter to January 31, slightly ahead of analysts' expecta- 
tions. Net Income was C$1 5(3. 6m, or 42 cents a share, identi- 
cal to the last three months of the previous year. 

Edward Aiden, Toronto 


CHEMICALS 


Du Pont slips to $906m 

Du Pont, the US chemicals company, yesterday reported first- 
quarter net income of $9O0m after charges, compared with 
$1.02bn a year ago. Earnings per share of 92 cants before 
non-recurring charges, up from 89 cents, were just ahead of 
analysts' estimates of 90 cents. Charles Holliday, Du Pont 
president and chief executive officer, said that a record per- 
formance In chemicals and speciality chemicals and a strong 
performance by o 0 subsidiary Conoco represented “a signifi- 
cant accomplishment when viewed in the context of slower 
worldwide growth, a stronger dollar, foe economic situation in 
Asia and significantly lower oil prices". The group took non- 
recurring chargee of $145m after tax, or 13 cents a share, In 
the first quarter, part of which related to the modernisation of 
its global nylon operations. Tracy Corrigan, New York 


PROPERTY 


... iii- 1 Security Capital raises $1bn 


Security Capital Group, foe US-based real estate com pany, 
wUl announce today It has raised nearly $1bn In equity from 
institutional Investors to create a new Europeen-based com- 
pany, Security Capital Global Realty, which wiB make acquisi- 
tions In property companies outside the US. ^ 

SC-GR also has just over $500m in equity from its parent 
company and is arranging a $500m credit lfoe.gtvmg it $2t»n 

to Invest ta non-US real estate. Up to $1 -5bn of that e expec- 
ted to be Invested within the next few months. The company, 
has already agreed to acquire two unlisted UK property com- 
panies and is in talks to acquire a further two, as welt as a 
quoted UK property company. ^ 

Norma Cohen, Property Correspondent 
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degree of safety. 


Among the many sound reasons why 


international bond investors should take a close look at German Pfandbriefe, the most 


GERMANY'S 
MORTGAGE BANKS 

DEPFA-BANK, WIESBADEN 


obvious is safety. Issued to refinance mortgages or public-sector loans, Pfandbriefe bayerische vereinsbank ag, mOnchen 


- which account for nearly 40 % of the DM 4.3 trillion German bond market - 
are governed by a strict legal framework. For example, they can only be issued by 
specially authorized banks which themselves are also liable for each issue. More- 
over, Pfandbriefe must always be covered by separate pools with at least identical 
yields and maturities. What's more, Pfandbrief issues are monitored by a state- 
appointed trustee. The record for investor protection? Pfandbrief investors have 
never missed an interest or principal payment. Whether traditional Pfandbriefe - or 
Jumbo Pfandbriefe (DM 1 billion or more) with an outstanding volume of more than 
DM 290 billion since their inception in raid-1995 - these bonds generally offer a 
yield pick-up over Bunds, with opportunities for spread trading. Trading and trans- 
parency are enhanced by the PEX Index for traditionals and the JEX Index for 


hypo-bank, mOnchen 

DEUTSCHE HYP, FRANKFURT 

FRANKFURTER HYPOTHEKENBANK 
CENTRALBODEN AG, FRANKFURT 

RHEINHYP, FRANKFURT 

BERUN-HANNOVER5CHE HYPOTHEKENBANK AG. 
BERLIN AND HANNOVER 

DEUTSCHE GENOSSENSCHAFTS-HYPOTHEKEN- 
BANK AG, HAMBURG 

HYPOTHEKENBANK IN ESSEN AG, ESSEN 

BAYERISCHE HAN DELS BANK AG, MUNCH EN 

ALLGEM El NE HYPOTHEKENBANK AG, FRANKFURT 

WESTHYP, DORTMUND 

WORTTEMBERGER HYPO. STUTTGART 

HAMBURGHYP, HAMBURG 

5UDDEUT5CHE BODENCREDITBANK AG. MONCHEN 

DEUTSCHE HYPOTHEKENBANK (Aa.-GESJ,HANNOVI 

MUNCHENER HYPOTHEKENBANK EG, MUNCHEN 


Jumbos. So, if your priorities call for safety, yield, and liquidity, consider the Pfand- nurnberger hypothekenbank, nurnberg 


briefe issued by Germany's private mortgage banks. For further information about 
German Pfandbriefe, please contact The Association of German Mortgage Banks 
(VDH) in Bonn, Germany, Fax (+228) 9 59 02 44; E-mail; vdh@hypverband.de. 


n rfi 


The German Pfandbrief || 

Solid from the ground up 


DEXIA HYPOTHEKENBANK BERLIN AG, BERLIN 

RHEINBODEN HYPOTHEKENBANK AG, K0LN 

NORDHYPO BANK, HAMBURG 

SCH LESW1G-HOL5TEINI5CHE LANDSCHAFT 
HYPOTHEKENBANK AG, KIEL 

BFG HYPOTHEKENBANK AG, FRANKFURT 

LOBECKER HYPOTHEKENBANK AG, LOBECK 

WL-BANK, MONSTER 

W0STENROT HYPOTHEKENBANK 
AKTTENGESELLSCHAFT, LUDW1GSBURG 

M.M. WARBURG & CO HYPOTHEKENBANK AG, 
HAMBURG 
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STEEL EARNINGS WEAKNESS AT NUCOR AND LTVBUT ARMCO BEATS FORECASTS 

Mixed outcome for US producers 


Sr HMdf Taft m Chicago 

Mixed results were reported 
by some of the larger US 
steel companies yesterday, 
with most reporting encour- 
aging demand and strong 
shipments, helped partly by 
the recent mild winter. 

However, there were also 
cautionary noises about the 
possibility of increased 
imports and the potential 
impact this could have on 
domestic pricing. 

This prospect has hung 
over the sector since the 
Asian crisis began to develop 
last year and the US dollar 
appreciated, although little 
of the anticipated rise in 
imparts has yet materialised. 


Nucor, the North Carolina- 
based mini-mill group, saw 

sales increase by 13 per cent 
in the 19% first quarter to 
$l.l4bn, with steel produc- 
tion rising from 2.39m 
tonnes to 2.74m tonnes. But 
after-tax profits were flat at 
865.1m, and earnings per 
share unchanged at 74 cents. 

This was below market 
expectations - analysts were 
hoping for about 77 cents, 
according to First Call, the 

research group - and Nucor 
shares fell Sift to 857ft in 
early trading. 

Analysts had expected rel- 
atively high scrap prices to 
hold the group back, but yes- 
terday Nucor put the blame 
an “significantly higher than 


no rmal Inventories of com- 
pleted steel joist, deck and 
b nflding systems products". 

It said that these had been 
custom-made for certain 
buildings and that the delays 
in shipping had been largely 
weather-related. 

Cleveland-based LTV also 
saw wwninp weakness in 
the first quarter - although 
this had been anticipated by 

Wall Street - as the com- 
pany continued to feel the 
impact of start-up costs at its 
Trico Steel Joint ven t ure . 

After-tax profits were 
819m. down from 827m a 
year earlier, with earnings 
per share dropping from 25 
cents to 19 cents. Sales rose 
5 per cent to SLlSbn, with 


LTV reporting lower average 
selling prices, but continued 
strong demand. 

Steel-related costs, on a 
per tonne basis, were also 
cut by about 2 per cent in 
the year, part of an ongoing 
cost reduction programme. 

But the company warned 
that foreign competition 
could still increase in the 
/ygrring i pflptv “Recent eco- 
nomic volatility and cur- 
rency devaluations in Asia 
may also result In further 
increases in the level of 
imports of steel product in 
the US," it said. LTV shar es 
eased $!t to 812%. 

By contrast. Pittsburgh- 
based Armco, one of the 
largest producers of stainless 


Grand old man proposes marriage 

Analysts have long regarded BNY and Mellon Bank as a good fit, says John Authers 


B ank of New York, the 
oldest in the US and 
generally regarded as 
one of the most staid, may at 
last have rid itself of its rep- 
utation for inactivity. 

Yesterday’s news that it 
has launched a bid far Mel- 
lon Bank of Pittsburgh - the 
largest hostile takeover bid 
in the history of US banking 
- seemed to ensure that it 
will have at least one more 
place in the history books, 
whether or not it is success- 
ful in persuading Mellon to 
merge. 

The move represents a log- 
ical culmination to the 
increasing emphasis by a 
range of commercial banks 
on fee-generating businesses, 
such as securities processing 
and fund management, 
rather than on traditional 
lending. 

Further, it is the strongest 
demonstration yet that 
bankers believe economies of 
scale, made possible by 
improvements in informa- 
tion technology, are essen- 
tial for survival in these 
businesses. If successful, the 
deal would create the largest 
organisation in the world in 
several investment manage- 
ment-related businesses. 

A combination between 
BoNY and Mellon has been 
widely regarded as a good fit 


by Wall Street analysts for 
some years, as the two 
banks, more than almost any 
of their competitors, have 
attempted to build fee 
income. 

Last year. 66 per cent of 
Mellon's profits came from 
fee businesses, and the 

The move is the 
strongest 
demonstration yet 
that bankers 
believe economies 
of scale are 
essential for 
swvival 


equivalent figure for BoNY 
was 54 per cent 
The so-called “Mellon 
Bank Of New York" would 
further enhance BONY’S 
dominan ce in American 
Depositary Receipts with 60 
per cent of the market It 
would also he the largest 
global custodian in the 
world, with g5.500bn in 
assets, along with enjoying 
leadership in c o rp ora te trust 
(with 60,000 trusteeships), 
stock transfer (with 25.6m 


shareholder accounts), and 
government securities clear- 
ance, where it claims it 
would have more than half 
of the market 

This has been profitable 
for both of them. According 
to last year’s survey by Salo- 
mon Brothers of the largest 
50 US banks, BoNY ranked 
second in terms of return on 
assets, and fifth in return on 
equity. On the same mea- 
sures Mellon ranked fourth 

and wTth 

Since its protracted hostile 
takeover of the Irvine Trust 
in 1988, BoNY has eschewed 
big mergers. However, it has 
made a series of moves to 
build scale',' B trying small 
companies, and blocks of 
business from larger imnicg 

Over the past two years it 
has bought securities pro- 
cessing businesses from 
JJ*. Morgan, NationsBank, 
BanfcAmerica, and Wells 
Fargo, which had all decided 
that it was better to leave 
custody rather than attempt 
to compete on a small scale. 

It is already one erf the big 
three US custodians, with 
Chase Manhattan, and state 
Street of Boston. But it has 
continued to si gnal its inter- 
est in a big deal. 

Last year, shares in State 
Street, a Boston bank which 
ha« also built up mare than 


flat-rolled steel, saw sharply- 
improved profits of $2&3*n, 
up from $9.«n a year earlier. 
Earnings par share increased 
to 15 cents, against 5 cents 
previously and analysts' esti- 
mates of 13 cents. Us shares 
jumped $& to $7. 

The company attributed 

the improvement to a better 

product mix. and thus better 
margins, following the elimi- 
nation of carbon steel pro- 
duction at its Mansfield, 
Ohio, facility. 

It also said H was benefit- 
ing from demand from mak- 
ers of light trucks and sports 
utility vehicles and strong 
electrical steel markets. 
Group sales were up from 
844L3rn to S444.70L • 


S3,000bn in assets under cus- 
tody, rose sharply after 
BoNY announced it had 
applied to increase its stake 
in the company. This was 
widely interpreted as an 
attempt by BoNY to test the 
water for a fall takeover, bat 
the move was abandoned 
after opposition both from 
State Street’s management 
and from Massachusetts 
banking regulators. 

M ellon, with Frank 
Cahouet as chief exec- 
utive. has adopted a 
s imilar strategy, making 
greater inroads into retail 
fimd management thap any 
other US bank over the past 
few years via a string of 

gmaTj ac qiri sH i n i K 

It bought Dreyfus, one erf 
the best known names in the 
mutual fond business, three 
years ago, and this year com- 
pleted a deal to buy Found- 
ers Funds, a strong Denver- 
based mutual ftmd company. 

T.lke BoNY, it has made no 
secret of its interest in a big- 
ger deal, and last year made 
an 818bn bid far CcseStates 
Financial of Philadelphia, a 
bank that has made more 
muted moves into asset man- 
agement, only to withdraw 
after the bid was rejected by 
CoreStates* management. 
Significantly, the com- 



Meflon has made a string of 
deals undar Rank Cahouet 

bined company would have 
8350fan in assets undo: man- 
agement,' ranking it second 
only to State Street among 
banks in the booming US 
fund management business. 

While many banks have 
tried to build fund manage- 
ment in recent years, the 
industry remains dominated 
by independent groups such 
as Fidelity Investments: The 
emergence of a bank with a 
strong presence in both 
retail a nd Institutional fund 
managigmgn t- would increase 
the pressure on its rivals to 
buy fund managers. 


ITT to cut 
1,000 jobs 
at pumps 
division 


By Peter Hash 

ITT Industries, the world’s 
biggest pumpmaker, is to cut 
LOGO jobs aid shut up to five 
plants in its pumps division. 

The moves are in tine with 
nrs wish to remove spare 
capacity after its $8i5m take- 
over a year ago of Goulds 
Pumps, a rival US producer. 
But they also reflect a weak- 
ening outlook far the pump 
industry. 

The changes will reduce 
the workforce at the compa : 
ny’s pumps division to 13,000 
by the end of the year. By 
then, the company’s world- 
wide pump factories win be 
reduced from 27 to 22 or 23. 

nr, with pump sales run- 
ning at about $2Jhn a year, 
accounts for about 14 per 
cent of the world’s pump 
industry, itself a good bell- 
wether of broad industrial 
growth, supplying sectors 
such as energy, chemicals 
and water treatment. 

The economic crisis in 
Asia since last autumn is 
stalling to hit world pump 
demand, acc o rd i ng to Rich- 
ard Labrecque, president of 
JTTs pumps division. . 

Spending 'em. industry and 
infrastructure p ro j ect s in the 
region was bein g cu t back, 
while many of ITTs p ump 
customers in the US were 

also scaling back investment 
projects “perhaps because of 
caution linked to develop- 
ments in Asia”. 

Meanwhile demand for 
pumps In Europe remained 
weak as governments cat 
back on public spending in 
preparation for economic 
and monetary union, Mr , 
Labrecque said. 

The company, which also 
makes defence systems, is 
investing $160zfi over the’ 
next two years In its world- 
wide pump plants. It is also 
reviewing the fut ur e of its ; 
large vehicle parts subsid- 
iary with tiie option of put- 
ting it up for sale. 

Earlier this week ITT 
announced a 26 per cent rise 
in first-quarter net income, 
from $44^m to 855.6m. on 
revenues down 1 per cent at 
$2JL4bn. 
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gets lift from 

aerospace arm 


ByMddTatt 

Stronger results from its mpu; 
aerospace and engineered Quar 
materials businesses more mars 
titan offset a decline In auto- On 
motive-related earnings and ever, 
helped AfoedSignal. the New 8805 1 
Jersey-based manufacturing from 
group, report first-quarter W‘ 

profits of 8300m after tax, up ren® 
from 8259m in the same tbes 
period of 1997. rear. 

This translated into earn- the t 
inp per share of 52 cents, still 
against 45 cents, while group short 
sales rose by 10 per cent to prod 

•MbB- . *8, 

The company also ho 
remained fairly upbeat about he b- 
the remainder of 1998, saying do b 
that it was confident of resse 
moating its target for earn- Me 
iw gs growth of between 13 nolo) 
per emt and 17 per cent. base* 
Allied that the impact whic 
of the Asian crisis had not tive, 
been significant on the indui 
results, with the effect an mate 
demand being offset by a sh 
reduced raw material costs. Anal 
But Lawrence Bossidy, expec 
chairman, SOUSdfld a few nudg 
cautionary notes over In 
second-half prospects, saying made 
that be was still concerned last t 
about the strength of the up3j 
US dollar, and the impact of year. 


the troubled Japanese 
economy. 

"There are still some 
fll o u d K an the economic hori- 
zon that Fd tike to see disap- 
pear," he said. 

Although the earnings 
result was one cent better 
than analysts' forecasts, 
according to First Call, 
Allied shares still slipped 8ft 
to 846% in early trading: 

The company's biggest 
warnings gain came "tin the 
aerospace side, where net 
profi ts jumped from 899m to 
8149m, while sales increased 
from 8L4bn to $L7tm. 

Allied said this reflected 
demand for original equip- 
ment as well as Aftermarket 
parts and services. 

Fuming H at the engineered 
materials business rose from 
8108m to $127m an sales up 
from tlbn to gLlbn. 


Mr Bosshiy that white 
some prices had been soft, 
input costs also feU in it* 
quarter, helping to hapww 

mar gins. 

Cm the vehicles side, how- 
ever, sales fell from $9210) to 
y ywm, while profits riflcBwei d 
from 852m to 821m. 

While the sales . fell 
reflected the divestiture of 
the safety restraints unit last . 
year, underlying profits for 
the vehicles businesses wars' 
still down “sharply", due to 
shortfalls in the automotive 
products division, which 
only broke even. 

However. Mr Bossidy said 
he believed that this should 
do better as the year prog, 
ressed. 

Meanwhile. United Tech- - 
oologies, another br oadly- , 
based manufacturing group 
which serves the automo- 
tive, aerospace and building 
industries, also bettered esti- : 
mates with earnings of gUM 
a share, up from 67 coots. 
Analysts, on average, had 
expected Si and the duxes 
nudged higher. 

In net profit tarns, UTC 
marie ysflnm , against 8284m 
last time on sales of S&lbn, 
up 3 per cent on the previous 


Like Allied, the company 
said that the strong dollar 
had begun to Impact and 
that earnings per share 
would have been two cents 
hi gher at constant rates - 
bat added that It expected to 
meet earnings expectations 
for the current year. 

UTC saw strong profit 
gams from Its Pratt & Whit- 
ney division, which made an 
operating profit up from 
8182m at 8293m. and from its 
automotive interests, where 
profits rose from 881m to 
849m. 

However, the Carrier and 
Otis divisions saw operating 
profits fall, due to restruct- 
uring charges. 

Flight Systems' profit was 
also down 8 per cent, due to 
lower volumes at Sikorsky, 
due to the timing of helicop- 
ter deliveries. 
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US$505,633,016 

NSM Steel (Delaware), Inc, 
NSM Steel Company, Ltd. 
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US$249,000,000 


US$203,500,000 


US$53,133,016 
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12% Senior Mortgage Notes due 2006 


Price 90.60% 


12VM Senior Subonfinated Mortgage Notes 
due 2008 with Wanants 


Price 86.00% 


12%% Subonfinated Second Mortem Debentures 
due2009 


Price 81^7% 
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ECT Securities Corp. 


ECT Securities Coup. 
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OUTSOURCING 

EDS and Banca di Roma 
agree $1 .5bn deal 

Etectraric Data Systems of the US and Banca di Roma, the 

tachnota fly. b what is being hailed as. 
nsk St m Europe - ,n 80 ace *«* ^ also 
toEEEZSfF to J* a * T «** [c sharehohJer in 
aflrBad »■* Information 
SSSLS** tun all of the bank’s data centres. 

SSES io^S. ,M ™ IOfly ancl lts bushsss *» 

Slt-aT' j^ C0rtt stake - Tb* ether core shareholders are 
hi™?®” d R f parmi ° dl Roma and Toro Assicuraztonl. the 
wrauranM arm of the Agnelli family’s Fiat group, industry ana- 
Jreta saW the outsourcing deal was a significant demonstra- 
tion of how such operations are penetrating the European 
banking Industry. James BBtz, Rome 


Dassault jumps 30% 

Dassault Syst ernes, the French computsr-okfad design and 
manufacturing specialist, yesterday reported a 30 per cent 
increase In profits after what K described as a “very solid” 
first quarter. Net Income for the three months to March 31 
rose to FFr141 .3m ($23 .5m) on revenues of FFr5 96 .2m, 
against FFr109. 1m on sales of FFr480.Bm a year earlier. 
Diluted earnings per share climbed 20 per cent to FFr1.25. 
David Owen, Paris 


MANUFACTURING 

Geberit advances to SFr!64m 

Geberit, one of Europe’s leading makers of sanitary ware and 
drainage systems, lifted 1997 earnings before interest, taxes 
and amortisation 10 per cent, to SFr164m ($11 0m). Sates rose 
5.7 per cent, to SFr957m. However, the net figure, after 
accounting for the costs of a highly leveraged SFr1.9bn man- 
agement buy-out by Doughty Hanson, the UK venture capital- 
ist, was a SFr1.7m loss for the 10 months to December. 

Doughty Hanson has been left with 79 per cent of the 
equity; former shareholders have 10 per cent, and top man- 
agement, 11 per cent The LBO, which has an interest cover 
of about 4.5 times, has substantially reduced the group's abil- 
ity to grow by acquisitions in an Industry due for consolida- 
tion. William Hall, Zurich 


BANKING 


Creditanstalt rises 13% 

Creditanstalt, Austria’s second biggest bank, increased 1997 
pre-tax profits 13 per cent to Sch7.3bn ($580m) and assets 
12 per cent to Sch767.8bn. Operating income rose 8.3 per 
cent to Sch20.9bn and operating expenses rose 5.6 per cent, 
to Sch13.6bn. The group’s cost Income ratio fell from 66.5 
per cent to 65.1 per cent Net Interest income rose 1.5 per 
cent to Sch10.5bn, net fee and commission Income rose 15 
per cent to Sch4.5bn, and trading profits rose 42 per cent, to 
' Scfl2:4bh.€ad debt- charges- fell 17 per cent, to Sch22ibn. 1 
Creditanstalt was acquired last year by Bank Austria, the 
country’s biggest bank. The latter agreed to continue operat- 
ing Creditanstalt as a separate unit but-the international 
operations of thetwo are being merged Into 'Bank Austria 
Creditanstalt International, which will have Sch300bn of 
assets, Sch18bn of capital and 3.000 staff. 

William Han 


TOBACCO _ 

Swedish Match in buy-back 

Swedish Match, the tobacco products group, yesterday pro- 
posed a SKrl .2bn ($156m) share redemption after pledging to 
return surplus funds to shareholders. The company, which 
manufactures tobacco, matches aid tighter products, said It 
could afford to redeem up to 35.7m shares without hampering 
its growth strategy. Shareholders will be able to redeem 
shares on a 1-for-13 basis at SKr35 a share. 

Tim Burt, Stockholm 


Saga revamps share structure 

Saga Petroleum, Norway’s tersest independent oil producer, 
yesterday announced it was abandoning a sh are st ructure 
that restricted any one individual or Institution from holding 
more than 20 per cent of its equity or voting rights. 

At present. Norsk Hydro, the Norwegian oil and gas com- 
pany, Is the largest single shareholder with 12.1 per cent of 
the equity. Foreign Investors account for 42 per cant of the • 
shares. 

■ in a separate announcement. Saga yesterday awarded 
contracts worth NKr7.5bn ($1bn) for platform and production 
equipment in the Snorre oltfteW. The total costs of the 
so-called Snorre 8 project, boasting capacity of about 
110,000 barrels a day. Is expected to reach NKr11.8bn. 

Tim Burt 


CAR SAFETY 

Autoliv depressed by airbags 

Swedish-US car safety equipment group Autoliv said yester- 
day it saw continued price pressure on airbags in the second 
and third quarter of 1998. Blaming lower airbag prices for a 
poor first quarter, It said a weaker dollar should make busi- 
ness easier, although it did not expect a significant Improve- 
ment in margins until the end of the year. For the flret quarter, 
net profit fefl from $55m, or 64 cents a share, to $42rn, or 41 
cents. Sales were $838m, against $834m. 

Agencies, Stockholm 


COMPANIES & FINANCE: EUROPE 


G ERMANY P ROVISIO NS FOR ASIA AND WEAKER CHIP PRICES MEAN GROUP MAY NOT REACH DM3bnjN ET INCOME TARGET 

Siemens shares decline 5% after warning 


By Graham Bowtey fat Frankfurt 

— MW— — MMMU HWM*a* e MMire — 1-MM 

Shares in Siemens- fell 
yesterday after the German 
electronics and electrical 
engineering group warned 
that profits might under- 
shoot its forecast this year. 

Net income rose io per 
cent to DMXlSbn ($665m) in 
the first half of this year, 
Siemens said. However, it 
: ramtinwofl +>wif provisions for 
the effects of the Asian cri- 
sis, weaker comp uter mem- 
ory chip prices. and problems 
with new gas turbines meant 
it might not meet its DMSbn 
net income targe t this year. 

“The circumstances are 
very difficult at the mnmpw f . 
The forecast may be 
reached, it may not,” the 


company said. The turbine 
problems are Hnlcad to the 
Introduction of a new-gener- 
ation product line. 

Siemens said it was still 
unsure about the scale of 
provisions for risks in south- 
east Asia. Big projects In the 
region had so far been unaf- 
fected. However, new orders 
in Asia fell 11 per cent in the 
first she months, to DMfi5hn. 
Asian sales, however, rose 28 
per cent to DM&Sbn. " 

‘'We are hoping that the 
prices for memory chips will 
increase,” Siemens said. 

The shares fell DM6.15 - 
just over 5 per cent - to 
dose at DM21330. 

Siemens disappointed last 
year, bnt Heinrich von 
Plerer, chief executive, 


promised a robust recovery. 

The company has started 
selling small non-core busi- 
nesses but has come under 
pressure from investors to 
accelerate the pace of 
restructuring. 

However, Siemens said 
yesterday it would stick to 
its forecasts for sales of 
between DMllObn and 
DMllSbn. It would also meet 
its target for new orders of 
between DMllSbn and 
DM120&L 

Sales to the first half of 
this year rose 17 per cent to 
DM52.Ibn. New orders 
increased to DMf&Sbn. 

Better results at its indus- 
trial businesses, to Its light- 
ing units a nd at its Siemens 
Nixdorf information systems 


unit were the main reasons 
behind higher profits, Sie- 
mens said. International 
business was the driver of 
growth in sales and profits, 
the company said. 

It continued to benefit 
from strong . economic 
growth in North and South 
America. New orders to the 
region rose 26 per cent to 
DM13.6bn. Sales in the US 
rose SO per cent to DM7.5bn. 
In Germany, sales rose 3 per 
cent to DMl65bn. 

Analysts had predicted 
total sales of about DM50bn 
and forecast total orders of 
about DMBObn. 

The company said espe- 
cially high growth was seen 
in Denmark, Greece, the UK 
and Portugal. 




Hafcwfoh von Ptoron had promised s robust recovery 


Euro Disney cuts losses as visitor numbers rise 


fly Anew Jack . 
in Paris 

Rising visitor numbers and 
efficiency gains helped cut 
losses at Euro Disney, the 
operator of the Paris-based 
theme park, to FFr205m 
<(34Jhn) for the first half of 
its 1997-88 year in spite of 
rising flnanHnl costs. 

The group said yesterday 


that both visitor numbers 
and spending per visitor had 
risen, partly in line with 
increases to entry prices. 

Turnover was op 11 per 
cent to FRrSAhn. 

The news came in spite 
of a predicted rise in net 
ffnanriai charges to FFr43&n 
as a result of its restructur- 
ing begun to 2994, compared 
with FFr3 56m in the first 


half of the previous year. 

The company warned that 
the rise in net financial 
charges for the full year to 
September would be 
PFriaOm, plus an additional 
FFraOm linked to the reim- 
bursement of principal an its 
debt. 

Gilles Pfllsson, the chair- 
man appointed last year, 
highlighted the growing 


importance of Disney Vil- 
lage, the shops, restaurants 
and entertainment complex 
just outside the perk, to ris- 
ing sales. 

Park turnover rose 9 per 
cent to FFrl.2bn, and to Its 
hotels and Disney Village 
together by 15 per cent to 
FFrlhn. 

He stressed that the opera- 
tional profit ahead of finan- 


cial charges almost doubled 
from FFrlOTm to FFr227m, 
reflecting rising turnover, 
cost control measures and 
productivity gains. 

Mr P&lisson also argued 
that plans for a new attrac- 
tion and the development of 
Euro Disney's shopping cen- 
tre and related property 
activities to the south of the 
park would allow it to cope 


with its rising financial 
charges. 

There was a drop in excep- 
tional gains from FFr28m to 
the first half last year to 
FFr4m this time. The group 
said that some of its compar- 
ative figures for 1997 had 
been restated. 

The shares closed down 2 
per cent at FFr9 A0. 









Vmffkw 

tWfaflw 


Greenwich NatWest realises 
that the consistent delivery 
of inspired performance 
requires something special: 
an environment where 
Ideas flourish, skills are 
applied and talent Is 
developed to the full. For 
only then can Individuals, 
as part of a team, perform 
to their best. 

Contact Greenwich NatWest 
for an Inspired approach 
to structuring, arranging 
and distributing Innovative 
debt market solutions. 








BPS 

Residential 
Property Securities 
tioAPLC 

£290,000,000 

Class A1 Notes 
Mortgage Badnd 

Floating Rate Notes 
due 2023 

N«k« ts hereby given that 
than will be a principal 
repayment of £^046.00 per 
£100,000 Note punuant to 
Oaows (5W of ttw Notes 
on tin interat payment 
data 30th April 1998. The 
principal amount outstand- 
ing on 3M» April 1998 wNI 
therefore be £1 7273 JX3 per 
Note. 


Greenwich katwkt 





GREENWICH NATWEST 


ASSET SECJRITISATION CORPORATE PUBLIC DEBT CREDIT TRADING DEBT DERIVATIVES DEBT STRUCTURING FUTURES HIGH YIELD 
LOAN SYNDICATION MORTGAGE & ASSET BACKED SECURITIES PRINCIPAL FINANCE PRIVATE PLACEMENTS SOVEREIGN DEBT STRUCTURED FINANCE 
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NOVARTIS 


Dividend for the Financial Year 1997 

Ar the General Meeting of Novartis AG held on 21 April 1998, 
it was resolved that a dividend for the financial year 1997 be declared 
as follows: 

Dividend per share CHF 25*- 

Less 35% Federal Withholding Tax CHF 8.75 

Net dividend CHF 16.25 


For Registered Shares the Dividend Payment Order will be sent to 
the address registered by the holders for this purpose. 

For Bearer Shares payment can be obtained against surrender of 
Coupon No. 3. 

The Dividend Payment Order and Coupon No. 3 can be cashed 
free of charge at all Swiss branches of the following banks from 
Friday, 24 April 1998: 

• Credit Suisse First Boston, Zurich 

• Union Bank of Switzerland, Zurich 

• Swiss Bank Corporation, Basel 

• Bank Sarasin & Co, Basel and Zorich 

• Bank Ehinger Sc Co Ltd, Basel 


Basel, 21 April 1998 


Novartis AG 
By order of die Board 
of Directors 


U.S, $100,000,000 

B.B.L Internationa! N.V. 

Floating Rate Notes Due 1999 

Guaranteed on a Subordinated Basis 

as to payment of principal and interest by 


ran. 


Banque BruxeHes Lambert SA/ 
Bank Brussel Lambert N.V. 


interest Rate 

Interest Period 

Interest Amount per 
US. S6.000 Note due 
23rd October 1908 


5.81 25% per annum 

23rd April 1996 
23rd October 1998 


U.S. 3147.73 


Credit Suisse First Boston (Europe) Lid. 
Agant 


Notice to Boodbofcfen 

MICROTEK INTERNATIONAL INC 

nkeCa^mf ) 

Uatorparatnl as a company limbed by shares la Taboo*. Republic efCkinel 

US$29,000,000 

35 per cat. Bonds doe 2001 
(Ac -Son*“) 

Notice tflUdemptioatltbe Optional tbeCoapsiy 

NOTICE IS HEREBY GIVEN PURSUANT to Condition 7(B) of the Taint 
aod Contfiiicas of the Beads dm the Comply has pi o v ided to Ae Trustee 1 
legal opkuna anfammg Bens 0) a> (in) of Ac Condition aid KM. utjca to 
die amttmB of Rdenpkn specified ibaao bring bdlsOed. 1 m demined to 
redeem outstadAg Boob x Ac price of 100% of ibe principal nun of 
the Beads together wish the bare® seemed to (be Redemption Dele, if any. on 
31a July 1998 (Ac "Redeaftio* MH. 

April 23. 1996 Microtek imcm a ttoee l In c. 



MARCH 1998 
QUARTERLY RESULTS 


Capias aT ItwMiRA 1998 quarterly reports and OMtopmonlresuis 
ar* available from the undermentioned offices and Internal 
web jlw Wlp'itei— snHMrtixo T 


GaUMds CorpwAe Seivfew Unfed 

Greencoat House 

Renos Sheet 

London SVtflPlDH 

Tht 0171 002 8009 


1-3 Strand 
London WC2N5HA 
1W: 0171 7473900 


V 23 Apr! 1996 


FINANCIAL TIMES THURSDAY APRIL 23 >«», 

COMPANIES & FINANCE:__EUROPE 


CH EMICALS GERMAN CONGLOMERATE STEP S UP DISPOSAL PR OGRAMME _____ 

Hoechst sells polyester unit 


By Bratem Bowtay m Frankfort 

Hoechst, the German 
rftpmtaflis and phannaceuti- 
cals group, yesterday 
stepped up its sell-off pro- 
gramme by agreeing to seQ 
its worldwide polyester 
activities to a group of US 
and investors. 

Hoechst, which is trans- 
forming itself from a sprawl- 
ing pVinmirflte conglomerate 
rntn a company focused on 
life sciences, said it had 
signed a letter of intent to 
sell the remainder of Its Tre- 
vira polyester activities to 
Koch Industries of the US 
and Grupo Xtra of Mexico. 

The $ai« price was not dis- 
closed hut the activities have 
flnrmai turnover of DMA5tm 
(£L5bn). 

The sale win come as a 
relief to investors who have 
begun to show frustration at 
the pace of restructuring at 
Hoechst. Sales and profits 
have disappointed in recent 
months and Hoechst’s shar e 
price has lagged behind 
those of German chemical 
rivals BASF and Bayer. 

Jttrgen Dormann, Hoechst 
chief executive, has also 
come under pressure from 
the company’s workers who 
have protested against Job 
cuts in Germany. 

There is growing scepti- 
cism about the extent to 
which Hoechst will be able 


to raise profit margins at 
Hoechst Marion Roussel, the 
pha rmaceu ticals operations 
that are now its main busi- 
ness. 

last month Mr Dormann 
forecast that Hoechst sales 
would decline to between 
DM40bn and DM45bn this 
year from DMSflhn last year. 
But this was partly because 
of the expected sale of the 
polyester interests. 

Hoechst last year agreed 
to sen its European polyes- 
ter fibres business to an 
Indonesian buyer. But the 
acquisition has been held up 
by financing difficulties 
linked to the Asian crisis, 
although Hoechst said talks 
were continuing. 

The company has also 
agreed to sell its Interests in 
its polyester joint ventures 
with Mitsubishi Chemical to 
its Japanese partner. 

The agreement yesterday 
m«qmg that the US and Mexi- 
can consortium will acquire 
the remaining, and by far 
the biggest part of Trevira. 
The sale includes assets in 
the US, Europe, Mexico. 
China and Turkey. Sepa- 
rately, the consortium Is also 
negotiating to acquire 
Hoechsfs Canadian polyes- 
ter interests. 

RVv-h Industries, which is 
based in and is a raw 

material supplier to the poly- 
ester industry, is (me of file 



JOreoi Dooiwnn: ha# forecast drop In sale® this year fiaton 


In its push to focus on 
pharmaceuticals and agro- 
chemicals, Hoechst has said 
it would consider selling, 
floating or finding partners 
for its basic chemicals busi- 
ness and its polymer unit. 

It may also float or seek 
partners for Messer, which 
makes industrial gases, aod. 
tbe paints business Herberts. 

Hoechst shares dosed qp 
29 pfennigs at DM67.99. 


biggest privately-held US 
companies. ‘The polyester 
market is fairly exciting. It 
is growing quite rapidly. We 
would therefore like to grow 
thic business,” said Edward 
Wilson, managing director of 
Koch Industries Interna- 
tional. 

Grupo Xtra is a also pri- 
vate company, controlled by 
businessman Isaac Saba and 
his sons. 


Spanish bank steps up 
Latin America drive 


By Tom Bams Id Madrid 


Banco Central Hispano, the 
Spanish hanking group, 
yesterday it was stepping up 
its acquisition drive in Latin 
America as it unveiled 
strong growth in first-quar- 
ter profits. 

Net attributable profit rose 
31.3 per cent to Ptal6.3bn 
($107m), after the bank put 
aside Pta24.7bn far future 
goodwill allocations and gen- 
eral provisions. 

The result, based on 
improved margins across the 
board, puts BCH comfortably 
an track to meet its pro fi t s 
target of Pfa65bn this year, 
against Pta43bn in 1997. 

Nan-performing . Iren cov- 
erage, excluding mo r tgag e s, 
rose year-an-year from 88 per 
cent to 110 per cent, and 
underlying capital gains 
from trading totalled 

Pta580biL 

The balance sheet has 
been further strengthened 
by tbe completion last week 
of a l-for-S rights issue that 
raised Ptal635hn and lifted 
shareholders' equity to 
PtalJBOObn, a BIS ratio of 
133 per cent 

BCH is understood to be 


considering the acquisition 
of a 20 per cent stake, worth 
3600m, in Banco de Galicia, 
the biggest network in 
Argentina. The deal would 
be done through: O’Higgins 
Central Hispano, the Tatm 
American holding which it 
jointly controls with Lukslc, 
one of Chile’s largest busi- 
ness groups. 

OHCBTs immediate target 
is Rwim San ta Cruz, the big- 
gest financial institution hi 
Bolivia, accounting far 20 
per cent of hanking deposits. 
BCR’s Latin American ven- 
ture was pre-selected last 
month for file purchase of 67 
per cent stake in Santa Cruz, 
beating competing bids from 
Banco Bilbao Vizcaya and 
Banco Santander, BCH’s 
domestic rivals. 

Latin American assets cur- 
rently contribute 25 per cent 
to BCH’s group Income; 
under the expansion strat- 
egy this is expected to rise to 
35 per cent 

The group is also due to 
increase its Industrial portfo- 
lio in Spain where it is a 
significant investor in the 
electricity, construction and 
telecommunications sectors. 

It plans to buy up to 15 per 


cent of Retevisifin, the sec 
and domestic telephone oper- 
ator, through its alliance 
with the power group End- 
esa. It is also bidding for 28 
per cent of FCC, Spam's larg- 
est construction group. 

• Bouygues, the French 
construction group facing 
pressure to *Hm down its 
diverse range of activities, 
has sold its nearly toi-share 
holding in BCH, writes 
David Owen in Paris. 

It said the FFr735m 
<H22Jkn) raised by tbe dis- 
posal would result in a capi- 
tal gain of FFr220m in its 
flrethalf 1998 accounts. Mar- 
tin Bouygues, chairman, has 
submitted his resignation as 
a director of the bank. 

Yesterday’s announcement 
came more than a year after 
BCH sold its 3 per cent stake 
in Bouygues for Ptaisbn. 

Bouygues Is under pres- 
sure from Vincent BoliorS. a 
French financier who has 
taken a 10 per cent interest 
in the group, to sell its tele- 
coms activities. But Mr 
Bouygues insisted earlier 
this month that the com- 
pany did not intend to dis- 
pose of any of Its main lines 
of business. 


Restructuring costs dent 
first quarter for Scania 


By Tin Bmt in Stockbota 


Scania, the Swedish heavy 
truck manufacturer, yester- 
day blamed restructuring 
costs In Latin America and 
pricing pressures elsewhere 
for a 4 par cent decline in 
first quarter profits. 

Although turnover rose 
from SKr&Sbn to SKno.4bn 
(3L35bn) in the first three 
months of the year, pre-tax 
profits fell from SKr577m to 
SKrS52m year-on-year. 

The company said profits 
were dented mainly by a 
SKrtOOm restructuring at its 
plants in Brazil and Argen- 
tina, where the introduction 
of its new 4-series truck had 
led to redundancies and 
increased production and 
marketing costs. 

That restructuring - of 
which SKrlOQm was 
incurred on Jed) cuts and the 
remainder on production 
changes - helped reduce 
Scania's market share in 
Brazil its single largest mar- 
ket, from 485 per cent to 312 
per rent 


“The second quarter will 
also be affected by the 
changeover in Latin Amer- 
ica, but to a lesser extent.” 
said i^if Ostiing, ohiof exec- 
utive. 

He added that order book- 
ing were subdued in Latin 
America and moribund in 
south-east Asia. Difficulties 
in those markets were com- 
pounded by depressed prices 
in western Europe. 

According to Scania, the 
introduction of new vehicles 
by European manufacturers 

led to heavy discounting of 
older models, which under- 
mined the benefits of higher 
year-on-year volume sales. 

That helped reduce operat- 
ing profits from SKr642m to 
SKr62Sm in the first quarter. 

Earnings per share foil 
from SKriLlo to SKrL95, and 
the shares closed down 
SKi&SO at SKrl8L50. 

Scania shares have fallen 
11 per cent over the past 
month, but Industry analysts 
said the outlook for the 
group still remained rela- 
tively positive. 


Disruption in Latin Ameri- 
can production is expected 
to ease in the second quar- 
ter, while order bookings in 
western Europe and the 
emerging markets of central 
and eastern Europe are 
growing strongly.. 

In the first three months 
of the year, the western 
European heavy truck 
market grew by 30 per cent 
against the first quarter 
Of 1997 to about 50.000 
trucks. 

Scania, which has 16 per 
cent of that market, pre- 
dicted that total demand for 
new trucks could reach 
200,000 units this year. 

The company did not dis- 
close divisional profits. But 
it said first-quarter truck 
sales rose 20 per cent to 
SKr 6 2Zb n, against SKr5.16bn 
last Hm0 

Bus sales, by comparison, 
rose from SKr677m to 
SKrTTSm; engine sales rose 
from SKr85m to SKrftftm; and 
turnover in service-related 
products increased from 
SKrl.32bn to SKjT51bn. 


BCPto 
sell 28% 
holding 
in BPA 


By Peter Wise 
fai Lisbon 

Banco Comercial PortuguSs, 
Portugal's second largest 
financial group, is to make 
a public offer of up to 
28 per cent of Banco Portu- 
gnbs do Atl&ntico, worth 
Esl6l.7bn (3881m) at market 
prices. 

BCP. which already owns 
75.4 per cent of BPA, wifi 
first acquire a further 2X69 
per cent of the bank from 
Impdrio. the insurance com- 
pany that participated in 
BCP’s takeover of BPA In 
March 1995. 

BCP will acquire 22.76m 
BPA shares from Imperio at 
Es2,600 each, the price paid 
in their joint acquisition of 
BPA. BCP said it would then 
make a public offer of BPA 
shares that would reduce its 
stake to no less than 67 per 
cent 

The price of the offer has 
not yet been announced. 
BPA shares soared yesterday 
to close at Es5,250, up 
from E S3, 800 at Tuesday’s 
close. Analysts said the 
shares were volatile because 
BPA shares have a free 
float of less than 5 per 
cent 

BCP said it expected the 
offer to attract strong inter- 
est from investors as a result 
of its investment in reposi- 
tioning the BPA brand, 
updating computer systems, 
modernising its branch net- 
work and expanding the 
cross-selling of financial 
products within the BCP / 
BPA groiqx 

Low-yielding, nan-strategic 
assets owned by BPA had 
also been sold for a total of 
Bs84bn, BCP said. 

BCP announced tbe offer- 
ing as it posted a 34.6 per 
cent increase in imt consoli- 
dated profit for the first 
quarter, to Es9JSbn, up from 
E s&fibn in the samo period 
last year. The result was 
slightly above market expec- 
tations. 

Earnings per share rose 
175 per cent to Es585. tak- 
ing into account a share cap- 
ital increase last year. 

Operating costs fen to 475 
per cent of total income from 
96-4 per cent in first quarter 
of last year. 

Analysts said BCP was 
proving particularly success- 
ful in controlling costs, 
which have remained virtu- 
ally fiat over the past twfr 
and-half years. 


Greek bank share offering restarted 


Bjr Knot Botaad it UMh 

The Greek gov e r nm ent, keen 
to capitalise on a spectacular 
re-rating of the country’s 
stock market after saying it 
was gearing up for member- 
ship .of European monetary 
anion, has restarted a partial 
privatisation of the National 
Bank of Greece, one of the 
country's main banking 
groups. 

A global offering of up to 
20 per cent of the bank, that 
could raise $2S0m, is about 
to get under way and is 
expected to be completed by 


the middle of May. 

Shares In NBG, which is 
already listed on the Athens 
stock exchange, have soared 
in the past few weeks along 
with the overall marfrpt after 
the government said it 
hoped to join the euro in 
200L 

The announcement was 
accompanied by a devalua- 
tion of the drachma, which 
led to a rush of foreign 
investment in Greek stocks. 
The stock market has risen 

nearly 70 per cent in the past 
five weeks. 

The nbg offering was 


originally to have been com- 
pleted last' November bat 
was postponed in the wake 
of a collapse In confidence in 
emerging market issues after 
the Asian financial crisis. 

Now, the bank has moved 
to the top of a growing list of 
Greek companies expected to 
come to the market this year 
after an official pledge to 
step up progress on privati- 
sation. 

Merrill Lynch and SBC 
Warburg Dillon Read are 
joint global co-ordinators for 
the NBG issue, with HSBC 
Investment Ranking named 



as senior co-lead manager. 

The NBG offering coin- 
cides with another share 
offering from General Hel- 
lenic Bank. 

The Greek army pension 
fund is selling one third of 
GHB, which will be followed 
by a rights issue. The total 
value of that transaction is 
about $73m. 

NBG’s share price closed 
at more than Dr54,000 yester- 
day. At the end of January, 
they were trading at under 
DriXWOO. Pricing for the new 
tranche of shares is expected 
to be announced in May. 
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Trial reviews 
requested at 
Brit Biotech 


Andrew Millar. the 
recently-dismissed head of 

clinical trials at British Bio- 
tech said yesterday he had 
unsuccessfully requested 
emergency reviews of two 
drug trials central to the 
controversial company's 
commercial strategy. 

He said he believed the 
biotech company's spending 
plans were too heavily predi- 
cated on the success of the 
trials of the drug Zacutex for 
acute pancreatitis and of the 
cancer drug marimastat 
when used to treat pancre- 
atic cancer. 

“All I wanted to do was to 
reconcile the research with 
the business plan and go 
ahead at a. sensible rate," Dr 
Millar said yesterday. 

The revelations further 
dent British Biotech's bat- 
tered image. This has been 
affected by delays to 
approval to sell drugs to an 
investigation by the US 
Securities and Exchange 
Commission into the accu- 
racy of its press releases. 

The company was once 
capitalised at close to £2bn 
and seen as the fla gship of 
the UK biotech sector. Its 
capitalisation is now only 
£37Qm ($618m). Analysts cal- 
culated the share price of 
53'/tp yesterday Is only 20p 
above Its break-up value. 

Some fund managers are 
now lobbying for Keith 
' McCuIlagh, who refused Dr 
Millar's request, to be 
replaced as chief executive 
of British Biotech. 

The reviews requested by 
Dr Millar would have pro- 
vided an early assessment of 
trial results. If these were 
poor, British Biotech could 


COMMENT 


UK interest rates 


Hie news that a hawk changed into a dove at the last 
meeting of the Bank of England’s monetary policy commit- 
tee win he interpreted by the market as a sign that UK 
interest rates have peaked. With the pound bubble already 
pricked by a rallying D-Mark, this will remove a much more 
important prop. That Is good news for exporters and some 
retailers- Their cries of pain had already been heeded by 
four MFC members, alongside the related slowing of eco- 
nomic growth. It could also provide a fillip for equities, as 
many industrial stocks have been hindered by the high 
pound’s adverse effects on their profits - with British Steel 
as the classic example. 

But exporters should not count their chickens all at once. 
Charles Goodhart was apparently partly swayed by the 
stabilisation of gaming s growth. A resurgence could cause 
doves to change back into hawks. And a weak pound would 
be bad news for inflation. A chan g e of mind is not a crime, 
but it can cut both ways. 


It sounds like every regulator’s nightmare. British Telecom- 
munications is to be allowed to throw its weight around in 
the broadcasting market Tmaghw a tie-up with that other 
regulatory bug-bear, British Sky Broadcasting, and the 
nightmare becomes a sleepless night How wfll FTV compa- 
nies survive the onslaught? wui this be the c oup de gr&ce 
for cable, just as the industry seemed to be getting its act 
together? 

The truth is this news makes little difference to any of the 
players. Broadcasting is no honeypot as the cable compa- 
nies well know. The light at the end of their duct lies in 
offering cheap telecoms packaged up with new internet 
services. The time for them to panic is if or when BT starts 
investing h ill ions of pounds to transform the local network 
into a broadband one. BT will make Bar mere money out of 
the demand for data transmission than out of broadcasting 
entertainment It is technology, not regulation, that threat- 
ens to hold back BT. 

The right to broadcast is of some marginal use to BT. It 
might help the company tailor specialist c h a nn e ls , or make 
more use of internet dips. But the regulator can afford to 
sleep easy. BT has enough sense not to throw away its 
money trying to entertain the masses. 


This armouncemenl appears as a 
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Bank of Scotland sees end to the good times 


have Changed or discontin- 
ued the trials. It is thought 
Mr McCuIlagh turned down 
the request for reviews 
because he believed they 
would cause delays and dam- 
age investor confidence. 

The success of the drugs 
in the two trials, due to con- 
clude in the first half of next 
year, are central to the com- 
pany's plans to become an 
integrated drugs company. 
Marimastat has forecast 
peak sales of £875m a year 
and Zacntex of £35Qm. 

Good results would make 
it easy for the company to 
raise money tor expansion. 
Analysts forecast it will need 
a cash injection by the end 
of next year at the current 
rate of spending. 

Dr Peter Jensen, develop- I 
meat director and chief med- I 
ical officer said: It was not 
appropriate because it would 
have increased risks. ..if you 
do - an unplanned interim 
analysis you attract a statis- 
tical penalty [from drugs 
regulators^ This means you 
have to increase the number 
of patients in the trial which 
also increases costs - or 
accept that the power of the 
proposition yon are trying to 
prove will be reduced.” 

Dr Millar was dismissed 
after discussing the issue 
with senior fond managers 
at Perpetual, the investment 
manager which holds 8 per 
cent of British Biotech’s 
shares. 

The company dismissed Dr 
Millar on Monday, alleging 
he had leaked confidential 
information to third parties. 
Dr Millar is understood to be 
considering taking his case 
to an industrial tribunal. 


By George Graham 

The Bank of - Scotland 
warned yesterday that the 
good times for UK lenders 
might be coming to an end, 
while it revealed a 12 per 
cent increase in pre-tax prof- 
its to £742m ($L2fim) in the 
year to 'February 28. 

Bad debt provisions rose 
by 25 per cent to £ 21 3m, but 
remained flat in relative 


terms at 0.4 per cent of the 
bank's loan book. 

However Pete- Burt, chief 
executive, warned that 
credit quality could not stay 
this high Indefinitely: “I 
think this is going to be as 
good as it gets. I don't know 
whether it's going to be the 
end of this year or next, but 
I am pretty certain there is 
going to be a deterioration." 

Bank of Scotland contin- 


ued to expand its lending 
much faster than most UK 
banks, increasing its market 
share from 5.48 per cent to 
6.13 per cant and its mort- 
gage loan book by 20 per 
cent 

Expenses rose 6 per cent to 
£98flm. cutting the cost: in- 
come ratio from 52.5 per cent 
to 50 per cent 

Mr Burt predicted that 
Bank of Scotland would still 


be able to produce growth. 
"We have only got 6 per cent 
of the market I see no rea- 
son why we can’t add 
another 3 percentage points 
in the next five years.” 

But margins came under 
pressure, particularly in 
Capital Bank, the finance 
house. 

Richard Coleman, hgmving 
analyst at Merrill Lynch, 
commented: “They clearly 


were struggling a little to 
produce much growth by 
their standards.” 

Sainsbury’s Bank, a joint 
venture with the supermar- 
ket group launched in Febru- 
ary 1997,. has now raised 
gvshn of deposits and £400m 
of loans. Although still loss- 
making, it is losing less than 
expected as it has managed 
to widen its interest spreads. 

BankWest, the group’s 


Australian subsidiary, 
increased pre-tax profits 9 
per cent to A$163.7m 
($109.80). 

Pre-tax profits were 
depressed by a 537.1m write 
down of leases following last 
year’s Budget (offset at the 
post-tax level by a reduction 
in the tax charge) but 
improved by a £2&4m gain 
on the sale of the corporate 
trustee services division. 


Merger talk lifts 
Smurfit shares 


Strong demand 
fuels Avis Europe 


By .IomUbm Ford 

Shares in Jefferson Smurfit, 
the Irish multinational paper 
and packaging group, 
touched a 13-month high yes- 
terday on speculation about 
an immin ent merger 
between its US corrugated 
cardboard unit. Jefferson 
Smurfit Corporation, and 
Stone Container, the US 
cardboard maker. 

The deal would allow 
Smurfit to rest ru c ture JSC, 
in which it holds a 465 per 
cent stake. The Irish group 
has been seeking either to 
raise its shareholding or 
merge JSC with another 


North American group. 

Smurfit described the situ- 
ation as “fluid”. The shares 
rose to a high of 213p, before 
slipping back to dose 4Kp 
up at Zil’Ap. 

Shares in Stone, listed on 
the New Tork Stock 
Exchange, rose $ft to $14% 
in early trading. However, 
those in JSC, quoted on Nas- 
daq, were down $Y. to $18%. 

Analysts said a merger 
between JSC and Stone 
would be welcome as it 
would reduce competitive 
pressure in the US cardboard 
industry. Demand has weak- 
ened since the Asian finan- 
cial crisis. 


By Jonathan Ford 


Alun Cathcart, chairman of 
Avis Europe, expects strong 
economic growth in conti- 
nental Europe to fuel 
demand for the group's ser- 
vices this year. However, he 
was more cautious about the 
UK, which represents about 
20 per cent of sales. 

“The UK has been growing 
like a wonder economy in 
the last few years, but looks 
as if it is slowing down.” 

Avis, which is the largest 
European car rental opera- 
tor, with a market share of 
about 17 per cent, said 
demand for car rental ser- 


vices in its markets was ris- 
ing at more than three times 
their rate of GDP growth. 

Operating profits in the 
year to February 28 
increased 6 per cent to 
£106. 6m ($17Bm) on turnover 
slightly lower at £508.8m. 

Results in sterling terms 
were depressed by the appre- 
ciation of the pound. Avis 
said that in Ecu terms, sales 
were 15.5 per cent higher at 
Ecu 74L9m, while operating 
profits rose from Ecu 
to Ecu 1553m. Volumes rose 
by 18 per cent. 

Pre-tax profits rose 32 per 
cent to £75. 6m. The group 
floated last April. 



Alun Cathcart (right) With David Maloney, fd 


Ashley Ashwood 


All of these securities having been sold, this announcement appears as a matter of record only 
These securities have not been registered under the US. Securities Act of 1933 
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J oint-Stock Financial Corporation Sistema, one of the first holding; companies to emerge 
under the State Privatization Program, was established in 1993. 
in an amazingly shon period of rime, Slsxema has developed into a highly diversified 
and reliable financial, trade and Industrial organization. 

Steiema J5PC incorporates ten Industrial subhokJings for priority business lines.- 

■ FINANCE AND INSURANCE ■ OIL AND OIL PRODUCTS ■ TELECOMMUNICATIONS 
■ INFORMATICS ■ ELECTRONICS ■ REAL ESWTE AND CONSTRUCTION ■ TOURISM 
■ MASS-MEDIA M TRADE ■ FOOD INDUSTRY AND CONSUMES MARKET 

Sistema JSFC owns more chan 100 companies in Russia and abroad. 

In Moscow alone the Corporation employs 30.000 people. 

Analysis of the main financial Indices of Sistema JSFC proves the effectiveness 
of the Chosen economic policy. Grand total of 1996 balance Increased 5.7 times 
as compared to 1994 nuking over 1 bin USD, 
its profit has grown 7 rimes and Its assets have grown 4 rimes. 

SlMcmj’s own capital at present exceeds 7 SO million USD. 

For more than four years of its history the Corporation has Invested over 350 million USD. 
At present the company is working on projects requiring investments 
of ovrr 1.680 million USD. 


jowr-srocK mwau. corporation 
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Ministry - of Finance 
OF 

the Republic of Latvia 

would like to announce 
that ibe winner in the 
international tender 
“Production and Supply of 
Excise Tax Stamps for 
Alcohol and Tobacco 
Products” 
is the company 
“De La Rne 
International I.iwiiwf 1 
which procured the rights to 
ctxiclude public procurement 
agreement on production 
and supply. 


Long gestation and untimely birth for Lonrho Africa 

~ ^ . .. rtMtaie 


Andrew Edgecliffe-Johnson gives the background to the forthcoming demerger of the 

M ark Newman’s third Nairobi's venerable Norfolk devaluations in many of tofr with Paribas. admits J 

child is due within a Hotel, one of the prizes of Lonrho Africa s u countries Nairobi ako “ t0 muc & -scratching of head* 
weak of May 7 - the Looriio Africa’s portfolio. mean profits are worth less «r volatile about the company, but ; 

day when Lonrho will cot 
the umbilical cord from Its 


Nairobi's venerable Norfolk devaluations in many of ^ ^ 5S^™S3S»t2 
Hotel, one of the prizes of Lomho Africa's 14 countries Nairobi *o*u*gj*~ 
Lonrho Africa's portfolio. mean profits are worth less Lonrho i^votetae 

The timing is certainly not in sterling. make the most ^ vomoie 

ideal Not only did operating There can be little argu- markets. Wilhito poorest 


I V 1 week of May 7 - the Lomho Africa's portfolio. mean profits are worth less 
day when Lonrho will cut The timing is certainly not in sterling, 
the umbilical cord from Its ideal Not only did operating There can be little argu- 
African trading assets. The profits fall from £54. 7m to ment with Lonrho .Africas 
gestation of Lomho Africa, £42 .3m ($70.6m) last year, marketing line that it is“a 
where Mr Newman is thief but trading conditions have unique Investment". The 


where Mr Newman is thief 
executive, has taken rather 
longer, and the timing of its 
birth is even more awkward. 

Talk of demerging Lon- 
rho’s diverse non-mining 
Interests, which range from 
sausage making in Kenya to 
cotton ginning in Uganda, 
began in 1996. This Is the 
unravelling conglomerate’s 
third attempt. 

Mr Newman makes it dear 
that Lonrho Africa would 
have liked more say over 
when to leave the nest If 
this were a flotation, rather 
than a demerger dictated by 
its parent, “we could be 
looking at a fourth attempt," 
be admitted over dinner in 


turned against its five divi- 
sions since then, and ana- 
lysts predict profits will 
slump to £29.4m thia year. 

The El Nino weather sys- 
tem has washed away crops 
and roads in East Africa. 


unique Investment". The 
prospectus includes the 
unusual warning: “The 
directors believe that 
although breaches of appli- 
cable laws have occurred in 
certain territories, any 
action taken as a result by 


leaving consumers less able regulatory authorities -or 
to afford Lonrho Africa’s others will not have a mate- 


products. which range from 
potent maize beer at a few 
pence a litre to top-of-the- 
raxige Toyota trades. 

Pre-election violence In 
Kenya has scared tourists 
away from some of the 
hotels, and political turbu- 
lence in Zimbabwe cut 
agricultural vehicle orders 
by 70 per cent Currency 


rial adverse effect," 

The bad news about recent 
trading obscures some genu- 
ine strengths, however. For 
example, the motor division 
has the franchise for Toyota, 
the largest vehicle brand in 
sub-Saharan Africa. 

A visit to the Farmers 
Choice pig processing plant 
-a euphemism for an abat- 


Lonrbo Africa’s ability to 
make the most of volatile 
markets. With its poorest 
customers suffering from the 
impact of El Nifio. ft has 
brought out a Spam 
look-alike which costs less 
than dog food. 

Unique companies present 
problems, however. There is 
no comparable listed com- 
pany on the London Stock 
Exchange, t»nd Mr Newman 
says the question asked 
most often by analysts on a 
tour of its operations this 
month was; “How should we 
value you?" 

Two weeks after the trip, 
most have yet to complete 
their reports. Roger Chaplin 
of T Hoare believes the 
group's net assets are worth 
gioom, but says the shares 
could start trading at two- 
thirds that level. 


Mobil and Monument strike deal 


By Arkady Ostrovsky 

Mobil the US oQ group and 
Monument OH and Ges, the 
UK independent exploration 
company, have extended 
their interests in oil rich 
Turkmenistan, by forming a 
strategic alliance with the 
former Soviet republic to 
develop its onshore oil fields. 

The alliance, signed yes- 
terday in Washington by the 
Turkmen president, covers 


RESULTS 


the exploration and produc- 
tion of a 4,500 sq km area 
onshore In western Turk- 
menistan. 

A production sharing 
agreement, to be signed later 
this year, would give Mobil, 
the operator, 52.4 per cent. 
Monument 27.6 per cent and 
Turkmenneft, the state oil 
company. 20 per cast 

Mobil and Monument 
already have 45 per cent and 
35 per cent stakes respec- 


tively in the adjacent 2,000 
sq km Nabit Dag area, which 
has oil reserves of about 
2bn barrels, with a recovery 
factor of between 25-35 per 
cent 

Bill Guest of Monument, 
said the potential of the new 
Garashsyzlyk. or “Indepen- 
dence'’, area was “as great or 
greater than that of Nabit 
Dag". However, the cost of 
developing the fields could 
be about $lbn. 


Mo nument's shares gained 
VAp to 62'/«p. Last year Mon- 
ument reported a 28 per cent 
increase in reserves to 
ifla.ttm barrels of oil equiva- 
lent, with virtually all of the 
increase roming from Turk- 
menistan. It currently pro- 
duces about 1(1000 b/d from 
the region. 

Mobil and Monument were 
the first two western 
oil companies to develop 
Turkmenistan reserves. 
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carries Keraot, an analyst 
with Paribas, admits - to 
much “scratching of heads" 
about the company, but is 
tentatively looking fota Val- 
uation Of Just over EZOO m. 

A £48m silver spoon from 
Lonrho will help, letting 
Lonrho Africa pay off its 
more expensive debts. 

But many Lonrho inves- 
tors will not be interested in 
an African conglomerate, 
whatever its attractions, and 
the shares look likely to 
start off at a discount. Such 
a prospect raises the possi- 
bility of bids Cor scan© or all 
of Lonrho Africa's divisions. 

Given growing South Afri- 
can interest in hotels in sub- 
Saharan Africa, competition 
for motor franchises, and the 
commanding market posi- 
tions of Lonrho Africa’s agri- 
businesses, the aw kwar d 
fiiiM may soon be surpris- 
ingly popular. 

j Pensions 
•fillip for 
Sun Life 

By Christopher Adams 

A jump in sales of personal 
pensions and unit-linked 
high income bonds helped 
Sun Life & Provincial Hold- 
ings, the UK insurance arm 
of France’s Axa Equity A 
Law, lift new life business 
11.9 per cent In the first 
quarter, despite internal 
restructuring. 

Expressed as regular pre- 
miums plus a tenth of single 
premiums, UK new business 
rose from £9L4m to £l0&2m 
($1 70.7m). Analysts said the 
growth rate compared 
favourably with competitors. 

Shares in the company, in 
which Axa has a 72 per cent 
stake, rose 5%p to 609p. 

Sales of single premium 
pensions, rose from £226m to 
£2S8m. Overseas, single pre- 
mium sales Ml 12 per cent 
to £77m, with new business 
down in Germany and the 
Netherlands. 
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CONTRACTS & TENDERS 


THE PERIOD OF PRACTICAL 
PREPARATION HAS BEGUN... 


HAVE YOU? 



Because your competitors 
probably have. And the fact 
is that EMU is more than just 
another IT problem. It is a 
business issue which is set to 
affect every aspect of your 
business. One which requires 
immediate planning. 

Which is why this timely and 
unique briefing from Financial 
Times Management is vital. 

European Economic and 
Monetary Union (EMU) gives 
you a concise and accessible 
overview of the structure, 
planning and focus necessary 
for success. An insight into why 
it is critical you prepare now and 
provides you with an adaptable 
framework for progression. 

Written by expert EMU consultant Colin Stringer of 
Cap Gemini, begin your EMU preperation with this 
essential briefing. 

Order your copy today direct from Financial Times 
Management. 

"We must pul ourselue s in 
a position when Britain can 
exercise genuine choice" 

Go. Jem Bum 1997 




European Economic 
and Monetary Union 

(EMU) 

An analysis of Uw IT 
companies should prepare 
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THE KENYA POWER & LIGHTING COMPANY LIMITED 
INVITATION FOR EXPRESSIONS OF INTEREST FOR 
TWO POWER PROJECTS 

The Kenya Power & lighting Company Ltd (KPLCJ, currently the sole distributor of electricity in Kenya, plans to offer two power generating 
projects of around 55MW each for development by the private sector under a Build, Own, Operate (BOO) arrangement. Diesel plant is 
preferred but other technologies can be considered. Expression of interest is invited front experienced individual firms or consortia to be pre- 
qualified and short listed for su b sequent invitation to Bid for these power projects. 

The objective of this exercise is to id e nti fy potential participants in the projects and their competence to implement such projects. It is intended 
dial a twenty year lerm power parchase contract wiB be extorted between KPLC and ibe successful bidder. 

BACKGROUND TO THE PROJECTS 

The effective generating capacity available in Kenya is currently approximately 806 MW comprising Hydro (584 MW), Geothermal (45 MW) 
and Thermal (177 MW), including two stations operated by Independent Power Producers which have a combined total capacity of 

88MW. The country's maximum power demand is expected to rise from 763 MW in 1997/98 to 2349 MW by 2016/2017. The corresponding 
energy demand is projected to increase from 4,499 GWh to 13,626 GWh during the same period. In order to meet this ^-^1. the country's 
generating capacity is projected to increase by 2^)18 MW from a combination of Geothermal (576 MW), Thermal (1130 MW) and Hydro (313 
MW). In the next five years 302 MW capacity of generating plant will be constructed through public sector financing and 139 MW through 
private financing by independent power producers (IPPs). 

A recent update of the Least Crist Power Development Plan, undertaken by a firm of international consultants, recommended Ins tallati on of 
ap pro xima tely HO MW capacity within the next 2 years on a fast track basis. 

SCOPE OF THE PROJECTS 

We intend to award contracts for the development under a BOO arrangement for two 55MW power plants. One of the plana will be located at 
Nakuru while the other one will be based at Eldorw. Bidden will be given the option to quote for other one or both plants. The sites have been 
identified and wifi he allocated nader a leasing arrangement. The successful finn/consortia will be required to finance, design, supply, 
construct, test, commission, operate and maintain the power stations and will also be responsible for the foel supply. These projects are required 
to be commissioned within ibe fiscal year, 1999/2000. 

Wfeoewcempiate seeking Wbrid Bank (IDA) guarantee, through the Government of Kenya, for tbe projects. 

CRITERIA FOR PRE-QUALIFICATION 

To fne-qualify for short-listiqg. interested parties shall sobnm satisfactory evidence to meet the following criteria: 

• Evidence of participation in at least three BOQ/BOT schemes involving electrical generating plants of not less than 30MW capacity H 1 
and located in developing countries is required. All the schemes should have been implemented within the past ten years. Details should 
also be provided of the capacity of the generators installed in these pirns together with details of tbe plain's general operating remme. 
Also to be provided is information an operating hours from the time of commissioning and die total generated whilst the olants were 
under the applicant's control. 

• At least one of the generating plants of whatever type controlled by the applicant under an IFP agreement should have operated for a 
minimum of 10,000 boors in tbe last four year period. 

• The applicants must demonstrate capability lo oigamac the fast track design, manufacture, construction and commiraiotiiiis, lo acceptable 

hderuatioanl standards or power plants with installed capacity of not less dun 50 MW. ^ 

• Evidence of the m ai nt e n a n c e of the plains currently under their control to acceptable international standards should be submitted. 

• jK^^and addresses of the ogsuiisaiionswi* which tbe ^plk^a5tu:l«ledPowm 

• ^ es ?il Jt ' M ^ ^ roMSCoeittfotgsiisBtioasmicnire and confirmation trf a joim venture partnta - ^^ 

required. ~ 

• Resumes of key individuals who win be involved in developing the projects should be provided. 

• Evidence of financial standing erf the applicants (and of each party to a joint venture) such as profit md loss statements, balance she-r* and 
auditor's reports for the past five ycare b required. 

• The capability and experience of applicants (as may be relevant to the individual consortium members) in financing, dcvdoomiL aoemlng 

and mam ia imng generating plant projects requiring a minimum farvestment of $60 ntiDion should be presented. Evidcoceof CTrabflirv and 
experience in negotiating construction contracts and foel oQ contracts for BOQ/BOT thermal power projects in devdopkTconnmcs 
should be provided. b 

• Evidence of incorporation in the country of domicile is required. 

• Infonnarion regarding any current or poremial litigation in which the a^licanr is involved or likely to be involved should be dectard. 

• The names of the Engineering. Procurement and Constraction (EPO contractor, tbe Operation and Mainumnoe (O&M) contractor and 
any other contractors that would be involved, including any joint venture partners and d»dr roles, should be disclosed. 

Det^ftiKproj^-SCTmtiiaJmarHgemcmaro.mtre ^ 

The bids will be evaluated on die basis of technical and financmg details, price of dcctridiy, terms of the power purchase nsnemm «- Th* 

pte-qoalifkd bidders wQI be invited to undertake a site visft and paiticipatem a pre-bid aiiffereiioetnNain*llto^™ aSe ^ reeiDeiB * ttC ' 

The selection of firms or consortia for putiopuion in tbe bidding process wifl be at the sole discretion of KPLC which reserves the richt to 
Wany or #D ttepnwpafificatioo proposal Only prettified 

COMMUNICATIONS AND CLOSING DATE 

^ oonmwnKatioos atid restate for darifkations relating to this invitation are lo be directed to tbe Company at die address shown below The 

m T^CHIEF PROJECTS DEVELOPMENT & CORPORATE PLANNING MANAGER 

THE KENYA POWER & LIGHTING C^PANY LMCT, JTCIMA Pl^tZA, Kot^SSr 30099. NAIROBI 

Pax No: 254 2 33735 ITW No: 254 2 243366 

S- K_ GICHURU, EBS, MBS. MANAGING DIRECTOR 
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Mission to spread 
the word on a 
virtual company 


The man who aims to lead the first truly 
global asset manager without a central 
base talks to Jane Martinson 


To outline the 
structure of his new 
business, Donald Bry- 
dan, the head of Axa Invest- 
ment Managers, calls up a 
computer model that looks 
Eke a set of flying saucers. 

A. blue disc surrounded by 
circles of red represents the 
central service company set 
up by Mr Brydon and the 
European asset management 
businesses belonging to Axa, 
the French financial services 
group. The sense of virtual 
reality is intended. Mr Bry- 
don would be horrified by 
use of the word “central". He 
bas schooled his new 'col- 
leagues in the lexicon of a 
virtual company. 

“If anywhere, we are 
‘based in Europe’." Mr Bry- 
don says. “With technology 
today you don’t have to be a 
business that is based in one 
office. That Is a model which 
is out of date." His belief in 
the new system has taken an 
a missionary quality. When 
told that the Financial 
Times was unlikely to aban- 
don such old-fashioned but 
well understood phrases, he 
says: “You should educate 
your readers in the realities 
of the virtual company." 

The reality of his com- 
pany. “technically" - and 
legally - based in Paris, is 
an interest mg M>ne for an 
industry grappling with the 
challenge of making- globali- 
sation a reality. While the 
world’s largest fund manag- 
ers claim to be “truly 
global", most have profits 
and clients derived from one 
market. None has achieved 
two central requirements of 
a global company: creation 


of a global brand and a lead- 
ing position in the world’s 
main investing ma rk e ts . 

Aka's position as one of 
the world's bi ggest manag- 
ers with assets of about 
$530bn is further compli- 
cated by a structure includ- 
ing full or port ownership of 
separate companies around 
the world. But Mr Brydon 
echoes others when he says: 
“We probably have the best 
chance of being the first 
truly global asset manager." 

His approach derives 
partly from the fractured 
nature of- the business he 
inherited. Axa had just 
merged with DAP, a. rival 
insurer with its own asset 
management companies. 

‘With technology 
today you don’t 
have to be a 
business based in 
one office’ 


Communication was lim- 
ited in a business that now 
manages about yisnhn from 
branches in Paris, London, 
Cologne and Brussels. - 
Mr Brydon, the man cred- 
ited with turning BZW. the 
investment hanking arm of 
Barclays, into one of the 
world’s biggest asset manag- 
ers, has maintained a sort of 
purdah in the past year as 
he sought to find the best 
way to faring the business 
together. Last week he 
unveiled a raft of appoint- 


ments and a new office in 
Tjflnclan. 

One of the &s£ thing s he 
did cm his appointment was 
remove the word Europe 
from the company’s name. 
He also created a steering 
group that includes a stock- 
picking analyst to look at 
pan-European Issues and a 
strategic analyst Their deci- 
sions are filtered through 
the various businesses such 
as Axa Sun t.tfe in the UK. 

Individual fond managers 
will still be able to make 
their own decisions. The dif- 
ference is that new monitor- 
ing tools will mean they will 
be judged against the recom- 
mendations of tbtfi central 
group. Other new functions 
include a str a tegy group to 
look at issues such as a sin- 
gle currency, a nd adminis- 
trative functions such as a 
compliance and regulation 

nffi i w 

Mr Brydon stresses that 
the centra] group must add 
value and describes it as a 
magnet for the disparate 
fond management compa- 
nies: “We are not going to do 
this in a colonial way." An 
in-house document says: 
“Shared resources are not 
remote resources. The centre 
is everywhere." 

Mr Brydon says most of 
the 665 employees at the var- 
ious locations have been 
keen to work with this new 
geographic entity. His vision 
for Axa defies the expecta- 
tions of some industry ana- 
lysts that he would intro- 
duce the index-tracking 
methods that proved so suc- 
cessful at Barclays. Indeed, 
the statement of philosophy 
that has resulted from his 
deliberations over the past 
year starts with the “belief 
in the superiority of 
research”, a ftinriamentai far 



an active manager that aims 
to beat stock market indices. 

“I have never been theo- 
logical about Index funds." 
he says. “But I am passion- 
ate about organising infor- 
mation efficiently, arid size 
mflang you ran gathe r infor- 
mation better." 

He subscribes to the 
notion that asset manage- 
ment is no different from 
other industries, citing 
ice-cream manufacturing, 
where size can buy the best 
machinery and ingredients. 


If successful, his approach 
is likely to extend to Axa’s 
businesses in Asia. Alliance 
Capital, Axa’s US fund man , 
agement business, is expec- 
ted to continue to act as a 
separate entity. 

Initial reactions to the new 
structure among UK invest- 
ment consultants, where 
Axa is relatively unknown, 
showed that Mr Brydon may 
have a struggle in redefining 
the lexicon. One Leading 
investment consultant drew 
unfavourable parallels with 


groups such as Travelers, 
the acquisitive US financial 
services group, and even 
Hanson, the former 1980s- 
style conglomerate. 

The opinions of such 
people are vital if Mr Brydon 
is to succeed in his goal of 
increasing third-party funds. 
But he points out that his 
speeches on index tracking - 
a favoured investment 
vehicle afto- years of good 
returns - met with stony 
silences when he first made 
them in the early 1980s. 


MARKETING GLOBAL BRANDS 

The global 
consumer myth 


Convergence is a 
fiction, a market 
research chief tells 

Alison Smith 

The global brand is 
real enough, but 
what of the global 
consumer? Nicholas Trivi- 
sonno. the chairman and 
chief executive of AC Niel- 
sen, the US-based interna- 
tional market research com- 
pany. believes such a 
character is fictional. 

“There is no global con- 
sumer. ftifh country and the 
consumer in each country 
has different attitudes and 
different behaviours, tastes, 
spending patterns." he says. 

Nielsen should know. It 
has a presence In more than 
90 countries across three 
continents, and has more 
than 9,000 clients. Its reve- 
nue last year was Jl.4bn, out 
of a S12bn global market 
research industry. 

Mr Trivisonno specifically 
includes teenagers in his 
assertion, although they are 
often seen by marketing 
executives as increasingly 
sharing similar views and 
tastes. 

“We are seeing changes in 
consumer behaviour, but not 
a convergence of consumer 
behaviour," he says. He 
believes the reason for this 
is that even though a global 
brand may elicit similar 
reactions in very different 
markets, the consumer will 
view it against different sets 
of rivals in the market. 

“Take a global brand of 
soft drink. Acceptance of 
that product may be the 
same, but the competitive 
set in any particular country 
will be different - It could be 
still water, coffee or other 
types of soft drinks. You 
need to look behind not only 
reaction to the global brand 
but to competitors’ brands." 

Defining the competitive 
market is critical to making 


sensible use of market 
research information, and 
the boundaries are moving 
increasingly often. 

Mr Trivisonno cites break- 
fast cereals. At one time 
competition for a cereal 
would have been from the 

brands it stood along si de on 

supermarket shelves: these 
days it may be with other 
breakfast foods, such as 
yoghurts. “Now it’s all about 
share of stomach, share of 
thirst" he says. 

Separate evidence to back 
his view has come from 
Coca-Cola’s latest advertis- 
ing in Russia. If there is a 
global consumer, surely it 
must be a Coke drinker. 

But the Coke campaign for 
Russian national television 
diverges from the brand’s 
advertising elsewhere, which 
focuses on the universality 
of its appeal. 

An updated version of the 
Russian folk tale about the 
firebird, carrying the slogan 
“drink the legend", features 
a young man telling his 
story while travelling on the 
Moscow subway. 

"Russia is a market where 
Coke's American values can 
be a mixed blessing,” says 
Gerry Moira, executive cre- 
ative director in the London 
office of Publids, the French 
advertising agency which 
created the campaign. 

"Arguably, this is the first 
time they have met any 
resistance to that band- 
wagon. Among Russian 
youth there is some ambiva- 
lence to American products. 
It's not that Coke advertis- 
ing is disliked by Russians - 
but it isn't Russian.” 

The contest in this case 
may not be In the drinks 
area: “Since buying Coke 
can be relatively expensive 
in some parts of the Russian 
hinterland,” says Mr Moira, 
“it is competing with other 
treats more generally for a 
share of a fairly limited 
purse". 
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TECHNOLOGY WORTH WATCHING 


Meat and bone 
meal feed ban 
backed by 
research 

US scientists have uncovered 
new evidence that supports a 
ben on feeding pigs and 
poultry with meat and bone 
meet made from the remains 
of cattle and sheep. 

The research, published in 
Nature journal today, casts 
doubt on the assumption that 
certain species, such as pigs 
and chickens, are resi sta n t to 
the transfer of prion diseases 
from another species. The 
researchers found that the, 
infectious agent could He . 
dormant In a species that was 
not Itself susceptible to the 
disease. 

The researchers, from the . 
National Institute of Allergy 
and Infectious Diseases at 
Hamilton in Montana, studied 
the Impact of hamster scrapie 
on mice. 

They found that the brain 
and spleen of mice infected 
with hamster scrapie can 
cause the disease when 
re-fnjected into a hamster a 
year later - even though the 
mice themselves never 
developed clinical symptoms. 

The scientists said their 
results “strongly favour a 
decision to stop feeding 
ruminant-derived products to 
ail animal species". 

The me of meat and bone 
meal In feeds for pigs and 
poultry has been banned in 
the UK Since 1996. 

National Institute of Allergy 
and Infectious Diseases: US, 
tel 4063639264; fax 

4063639266. 

Space technique 
finds a shelf life 

A technique that was originally 
developed for plant 
experiments on the space 
shuttle could be used to 
extend the life of fruit and 
vegetables in shops. 

Scientists at the University 
of Wteconsin-Madison have 
developed a device that 
cleans the air of ethylene, the 
plant hormone that makes 
fact and vegetables ripen and 
not, using titanium dioxide, a 
catalyst that breaks it down 

into carbon dioxide and water 

vapour. The titanium particles 
are activated using ultraviolet 
W 

. The device, called 

Bio-KIeen, Is said to be better 
than radsting techniques for 
removtog ethylene because ft 
does not require the hormone 
to' be ffitared Or coflected. 


The technology has been 
licensed to KES irrigation 
Systems, based In Atlanta. K 
says the system win increase 
the shelf life of perishable fruit 
and vegetables by more than 
a week. 

University of 

\Msconstn-MacBsofv US, tel 
6082622674; ftttpj/ 
www.wlsc.edu/ 

Flax fibres put 
body into cars 

Using natural fibres to make 
cars might seem an extreme 
example of a environ merrtafly 
friendly manufacturing 
technique. But Daimler-Benz, 
the German carmaker, says 
the strength and fightness of 
flax makes It a suitable 
alternative to glass fibre for 
certain applcations - it has 
already been used in car car 
Interior linings. 

The flax fibres are 
separated from the stems, 
processed intofleece material 
and embedded in plastic. The 
material can be recycled 
several times and when it is 
eventually burned, it releases 
the same amount of carbon 
dioxide which it absorbed 
from the atmosphere as It 
grew. 

Daknler-Beaz: Germany, tel 
7111793271; few 7111794365. 

Stars cast light 
on drug therapy 

UK scientists are adapting a 
technique used to study 
cSstant galaxies to help 
analyse the Impact of cancer 
drugs on human tissue It 
could also help Investigate toe 
toxic effects of 

organophosphate pestkddes 
on humans. 

Researchers at Leicester 
Unrversfty, who have been 
working on a satellite mission 
to be bunched later this year, 
have developed a “cfigital 

autoradiography" system 
which can produce 
htgh-rasoiutfoa low noise 
X-ray images. 

A version of the system can 
detect beta particles, the fast 
electrons given off from 
radioactive isotopes - a 
quicker way of tracking 
isotopes Injected into living 
organisms than conventional 
photographic film-based 
methods. This could help 
biologists explore the ways 

that cetis react with drugs and 

other chemicals. ■ 

University of Leicester UK. tel 
(0)116 2523335; httjxf/ 
wwwJejac.uk/ 

Vanessa Koulder 
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Extracts from Chairman's report. 


rt] 7®th year of -EskdriifeVoxIstence. This gives 


ach legmen Is,’ . 

1 ncixrnrm amo u n te d to H3 083m, which is significantly 

, a h ead^ojl’budgat^Qr the year. Eskom'a flnanefa t position, as measured by 
.1 ^v % the debttaqu^V^tio^ continued to Improvs'dutlng the year. At 31 December 
it stood at' I am also pleased to report thet Eskom capitalised 

S*/ Site Ms stron^ifoanelai: position and good Investor relations programme 

. . , -• 

t ti l I . 41 rn* AXiUe. Ua. 


Eurorand bonds 


its efforts In a 


ourntrerdf-fteida. wnWefs rewarded the prestigious Corporate Governance 

C ^ ’ *- 

Awerd in .the face of sffff .competition. TWs augurs well for the future of 
Wi-fi-.-y- '** .-Y ' : . •„ 

the E^ciKlpAy Suppiy Industrie's -wo 'enter an era of 

transHEmfantf^etoasing ?' 

I wool <Jti kq ito-’sai? rase my-sfnoere thanks to those 
^ir^sto/s and Tmambia^of the financial community who 
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INTERNATIONAL CAPITAL MARKETS 


UK 


GOyERNMBfTBONDS 

By Stem Davies In London 
and John Labate ki New York 


Prices continued their 
downward push yesterday, 
despite more optimism on 
European interest rates. 

“It seems to us that we are 
gearing up lor a tightening 
move from [the US Federal 
Reserve]. But we think that 
the European markets will 
remain relatively sheltered 
from this," said Andy Bevan, 
senior bond strategist at 
Goldman Sachs. 

One market that was far 
from sheltered was UK 
GILTS, which fell sharply in 
spite of seemingly optimistic 
comments from Eddie 
George, Bank of England 
governor, and evidence that 
the fall in unemployment 
was slowing. 


Mr George had said on 
Tuesday there were “encour- 
aging signs" that domestic 
demand would slow in time 
to stop inflation picking up. 

The market response was 
in part a reflection nf the 
shape of the yield curve. 
Investors shifted out of the 
lower yielding medium-term 
and long-term maturities, 
and into the shorter-term 
maturities, which will bene- 
fit most if interest rates have 
peaked. 

Joanne Collins, gilts strat- 
egist at Nomura interna- 
tional, said: “The long-end 
was getting expensive at a 
yield spread of 95 [basis 
points] over Germany, and 
people decided to take prof- 
its. You really need signifi- 
cant further gains at the 
short end, before the 10-year 
area will benefit, because of 
the Inverted yield curve.” 


The June lO-year contract 
settled down 3 at 1082. hav- 
ing fallen as low as 108%. 
Volume was significantly 
higher, with more than 
142,000 contracts traded com- 
pared with 66,577 on Tues- 
day. 

Traders said there was 
some stop-loss selling, as the 
future fell through several 
support levels. In the cash 
market, the yield spread 
against bunds widened by 
five basis points to 101 
points. 

However, the short ster- 
ling market rallied on the 
hope that interest rates have 
now peaked, and the gap 
between yields on one-year 
and 10-year bonds narrowed 
by 10 basis points. 

GERMAN BUNDS contin- 
ued to be in the thrall of 
Wall Street, and shifted 
lower with a weaker opening 


in the US. However, the 
June contract in London set- 
tled at 107.16, down 0.18 on 
the day, but 0.16 oB its intra- 
day low. 

There were gains at the 
shorter end of the yield 
curve, as investors took com- 
fort from comments from 
two Bundesbank council 
members. 

da us- Dieter Kuehbacher 
argued that there was “no 
room" for a rate increase, 
which was exactly what 
most investors would have 
wanted to hear. There were 
also positive comments from 
a Bank of France official 
suggesting that European 
Interest rates would con- 
verge towards the French 
and German levels. 

ITALIAN BTPS made a 
strong start, following the 
surprise timing of the 50 
basis point interest rate cut 


on Tuesday night However, 
an initial 15 basis point gain 
in the June future gave way 
to negative sentiment, as 
traders questioned why the 
Bank of Italy had only cut 
by half a percentage point 

The contract settled 0,31 
lower at 11882. However, the 
yield spread against bunds 
in the cash market remained 
stable. 

US TREASURIES were 
little changed in morning 
trading. By early afternoon 
the price of the benchmark 
30-year bond was unchanged 
at iQ2j|, to yield 5.946 per 
cent. Among shorter-term 
issues, the two-year note was 
unchanged at 99ft, yielding 
5.601 per cent, while the 10- 
year note was down & to 
98%, yielding 5.667 per cent. 

The recent trend in lower 
Treasury prices comes at a 
time when economic indica- 


tors continue to show 
robustness in the US econ- 
omy. with few signs of slow- 
down. 

“Sentiment on Wall Street 
has shifted," said Claude 
Persico. economist at Dresd- 
ner. Klein wort Benson. “A 
lot of investors have lost 
patience with the Asian 
effect I flunk they’re going 
to push the long bond to 6 

per cent” 

He said a 6 per cent long 
bond yield would bring buy- 
os back into the Treasury 
market hi (mfrfrflnn, Mr Per- 
sia) is expecting more evi- 
dence in the second quarter 
of Asia adding to a US 
growth slowdown, a situa- 
tion that could lower bond 
prices In the months ahead. 

In the nearer term, inves- 
tors await details of the Jap- 
anese stimulus package later 
this week. 


General Motors deal 
includes 30-year tranche 


ITfT^^iMTIONAJL B 0NDS 

By Vincent Boland 

General Motors, the US 
motor vehicle manufacturer, 
broke new ground in the 
international debt markets 
yesterday with the first 
global long bond from a cor- 
porate borrower. 

Continuing the flood of US 
motor industry bonds this 
week, GM issued a 30-year 
S600m issue priced to yield 
89 basis points over the rele- 
vant US Treasury. 

Syndicate bankers at Mer- 
rill Lynch, joint lead man- 
ager with Bear Stearns, said 
there was a growing appetite 
among European investors 
for longer-dated corporate 
bonds that offered a better 
yield than government 
bonds, and that the trend 
was likely to continue. 


WORLD BOND PRICES 


“There has been a reluc- 
tance among Investors, out- 
side the US in particular, to 
buy this type of bond, but 
with interest rates converg- 
ing, they are diversifying 
into corporate credits and 
extending along the yield 
curve," one banker said. 

The $600m issue was one 
of three tranches that raised 
a total of Sl.Sbn. The others 
were a SSOOm seven-year and 
a 8500m 10-year. The 30-year 
was raised from $500m due 
to the strong demand. 

All three tranches were 
twice subscribed, with half 
the seven-year and 10-year 
issues and 30 per cent of the 
30-year issue sold to inves- 
tors outside the US. The 
banker said international 
Interest in the 30-year 
tranche had exceeded expec- 
tations, reflecting the 
strength of the GM name. 
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“General Motors was the 
right first name for this type 
of issue.” he said, adding 
that the long bond tightened 
by one basis paint to trade at 
88bp late yesterday. 

GM's bond followed a 
jumbo offering from Ford 
earlier this week that raised 
$3.25bn and reflected the 
popularity of very liquid 
issues. 

ROTHMANS NEDERLAND 
HOLDINGS, a unit of the 
tobacco group, raised 8660m 
in a two-tranche issue, the 
first financing under its 
recently-announced $2bn 
medium-term note pro- 
gramme. Each tranche is for 
$330m. with one for five 
years and one far 10 yean. 

Deutsche Bank, joint lead 
manager, said the bonds met 
strong demand across 
Europe and the Middle East 
The five-year tranche was 


I New international bond 
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HEDGE FUNDS 
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Financial services and 
media sectors outperform 

srveclafeinq tn US media and comrounicart»rt* 

SStlS financial servicos were 

dm first quarto' of 1998, reporting ue - 

excess of the S&P 500 index. The average fund in 

STS™ 

first three months, compared wrth a 13.9 
S&P 500, While the average fund m the US financtai 
sector reported a gain of 14.7 per cent, accortmgte a 
fay Fund Advisors, a US 

George Van. chairman, said “massive and 5?^ 

beneficial consolidation" In tt,B ^ , 

outperfwman ca. Hedge funds 

growth strategies also outperformed the S&P 500. retumhfr 

9 *The returns' tom the average US and offshore hedgefund, 
meanwhile, were 7.5 par cent and 63 par cert, vmte the 
average US equity mutual fond gained n.5 P^cont. 

•The average [hedge fond] managerappears to sacdfto- 
mg cumant returns In a volatile, if rewarding, r^^fyde, in 
favour of keeping his ammunition fresh in anbcipanon or a 
near-term market correction, - Mr Van said. 

In March, the average US hedge fund returned 3.5 per dem- 
and the average offshore hedge fond 3.2 percent, compared 
with a gain of 5.1 per cent for the S&P 500. The average US 
equity mutual fond gamed 4.4 per cent for the month. whOe 

the average US bond fond gained just 0.4 per cent 

Vincent Boland 




heavily in demand from 
retail investors, with institu- 
tions targeting the 10-year 
tranche. “Rothmans is a 
very strong brand name 
with strong cash flows,” It 
said. Both tranches were 
trading at the reofrer spread 
late yesterday. 
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BANCO BLEPOTBCARIO, 
the Argentine mortgage 
bank, tapped the euro sector 
with an E2Q0m issue, the 
first in the new currency 
from an emerging market 
corporate. 

An official at Chase, joint 
lead with Paribas, said the 


Ecu 
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issuer was well-known in 
Europe, having tapped the 
US dollar sector several 
times, and yesterday's issue 
met a good response. 

Hie bond was trading at 
“a fraction above the fixed 
price re-offer" late yesterday, 
he added. 
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CB0T extends hours for DJIA 

The Chicago Board of Trade, the largest futures market, said 
yesterday it was extending the pit-based, or open outcry, 
trading hours for its new contracts on the Dow Jones Indus- 
trial Average. The DJIA futures contracts, introduced last Sep- 
tember, and the associated options contracts will now open 
for pit-baaed trading at 7.20am central time, compared with 
the current 8.15am. The stock market itself begins tracing In- 
New York at 9.30am eastern time - or 8.30am central. 

CBOT said the change - which will take effect next month . 
provided It gets regulatory approval - would allow traders to 
“captiae market movements" following early morning releases 
of government statistics and economic data. It would also . 
allow investors to send orders to the Dow pit during European 
business hours. At the moment, anyone wishing to bade the 
contracts during the European business day would be more' 
likely to utBise CBOTs after-hours electronic trading system, 
known as Project A Since the beginning of this month, this, 
has allowed investors to trade the Dow contracts between - 
6pm and 6.45am the following morning. 

The change brings the Dow contracts into line with CBOTs 
other main finance contracts, which also start pit-based trad- 
ing earlier. The dose for pit trading of the Dow contracts wffl 
remain at 3.15pm central time. NOcki Taft, Chicago 


L 


INTERNATIONAL BONDS 


0*1 ten 


0pm SeO price Range 

jbd uo.7 s rosso -0 31 

Sap 103.44 10124 -021 


WflJi Low Ett wL Open W. 
10133 10152 11.781 111,1 83 
103.44 103.11 332 171 


Open Sttfte Pup 
Jon 10182 10118 -034 

US CORPORATE BONDS 




■ IMG TBW HSJKH BOO QPTONS flAATFf 


Strife 

Rica 

«*to 

— cun — 

Jwi 

Sep 

Mto 

— TOTS - 
Jn 

Sep 

102 

1.83 

1.89 

1.98 

402 

048 

455 

103 

487 

1.06 

130 

407 

425 

488 

IM 

417 

445 

477 

436 

054 

1.31 

145 

002 

nos 

427 

101 

UJ 

ISJ 


SHUU I7.HB fm uoi . feme a* I opn to. C* Alls Ml 1US 


Germany 

■ NOmOSM. BBWM BUS) FUTURES (LfFQ* DM550,000 lOOfes Si 100% 


Had SS.7 Od 

Apr 21 dSe Cdujw RUtop price 

■ Sonia * ... T -• v :• 

PacBe* 07KB 735 AA- 104JB04 

NTM *25 TjB 0 Af 900225 

CMC 0506 100 B8B 1MU174 

■ Faunas 

GBX QBD7 8.75 AM 117.2329 

Banc One 08/02 735 A* 1016813 

us west ow 7 jo are* ikjwz 


liar 


Od 

JW 


Eft rat Op* tat 

- r nca 


Day* Wt Sprd 
dqe dga ' 
yftt ft tat* 


Aprs 

■ EM) DM " 
BB 

Span 

PNp Marts ■ 
FWandfflN 

■ OK/FRl 


114 *004 +009 *050 

TM +0J33 *005 +1.13 
058 *0.02 *009 *089 


023 *003 *009 *056 
025 *004 *009 *001 
052 *002 *009 *085 



Opes 

Setrpnce 

Manga 


UM 

Eat wri 

Open to. 

Jan 

10728 

107.16 

018 

107.40 

10740 

97168 

174781 

S&p 

107.03 

106JQ 

0T8 

10745 

10647 

54 

MOO 

■ BUM FUTURES OPIUMS (LB© DM250,000 pate at 100% 




WWTaeti 
MW 1107 
Dayton Hud 

■ 

RtMC 
SUM 
FNMA 

ms 


04/90 025 888 1000738 015 +003 -OQ1 +102 

(KB 875 M 1002190 012 +005 *008 *048 

08/21 9.70 B8B* 131.9*11 091 *003 +002 *098 


0407 7.14 WK 107.8124 (LOO *003 *010 *033 

03AM 750 1010314 5.76 *004 *007 *016 

02/18 095 WA 1305838 623 *002 *007 *028 

0600 895 AKA 1182227 5192 +002 *006 +025 


Abbey Mat 

CMftnfer 

30FBW 

■ asm uba 
a 

Abbey Kat 

MMOttsy 

mm 

■ BM E 

BB 

Owdaw Be 
BUM Gas 
Abbey Nat FRN 

■ EBROS 

a 

ABN Ann 


Strife 

— 


CAUS - 


— ■ ~ 


POTS 


. 






• _ V 

ftra 

May 

Jwi 

JuS 

s® 

May 

Jwi 

Jd 

Sep 

■ JMHI1S4. 


- 0 - ' 

1— 



• * - 4 • L •> 

10700 

022 

057 

466 

496 

046 

a« 

478 

1.06 

Stone tad 

02AJ1 

488 

B 

1015750 

040 

- - - 

107® 

042 

432 

443 

470 

436 

466 

103 

120 

A/C Stl 

12/01 

413 

BB- 

1074000 

400 

- - - 

long 

0 

416 

027 

OSO 

484 

140 

127 

150 

Pfetott 

06/04 

1475 

B- 

102.7500 

400 

- - - 


QfcarpRN 
■ EBBOOS 
Bajtrl-® 


EUMMcai 21431 na xss Pnom dqn aw to. cat* SIM pm asno 


■ H0TCT4AL SWAN BOND (BfflO) HUIBB IPTR MOSOJCO 1008a Cl 10Q* 

Open Seflprira Cfenga KKR Low Eat «U Open <nL 
Jwi 104.77 10459 *013 10455 10477 1B6J69 234555 

Sep 104.75 104.78 *012 104,78 104.73 885 8878 



Red 


56P 

BM 

fed 

toga 

A* 

a 

dte 

tapon 

me 

Pries 

* 

JM 

rid 

cm 

ram 

1750 

AAA 

1053800 

448 

w 

*407 

+411 

01/07 

5750 

AA 

1044100 

525 

♦441 

*009 

*416 

. 83/04 

5375 

A 

101.4800 

547 


*407 

*4« 

08/02 

3570 

M 

1004362 

444 

-043 

+0.10 

-480 

01AM 

5500 

AAA 

1017000 

4.74 


*408 

*414 

(QAM 

6400 

AA 

1054700 

445 

- 

+408 

+021 

m* 

4125 

A 

1241800 

103 

_ 

*403 

*488 

12W1 

3525 

AA- 

998388 

424 

-041 

*411 

- 

02/07 

7.000 

AAA 

1132100 

510 

+043 

-444 

+406 

02/02 

6800 

AA 

1067000 

483 

- 

_ 

+418 

06AX) 

4625 

A 

1075300 

4.64 

-4IM 

-405 

+427 

03701 

5255 

AAA 

1041441 

443 

*401 

*4<2 

-0.12 

1V07 

7425 

AAA 

1102591 

417 

+407 

-401 

+426 

1207 

7.750 

AAr- 

1075002 

656 

♦047 

-006 

♦075 

03/00 

7425 

A+ 

101.1361 

096 

- 

•408 

+031 

02/02 

7.713 

AA 

994797 

Oil 

*043 

-007 

016 

04/07 

7250 

AAA 

1082300 

404 

+441 

+006 

+438 

0BKT7 

7.12S 

AA- 

104.0071 

442 

+041 

*407 

+478 

01707 

7400 

A* 

1005069 

622 

*001 

-402 

+468' 

02AM 

5.734 

A+ 

994298 

485 

♦0.01 

*401 

♦420 

08AM 

9500 

AAA 

119L57S3 

470 

+0.04 

-401. 

+422 

QSAM 

8.500 

AA* 

114.4225 

543 

+004 


015 

07/99 

14625 

A* 

105.7429 

457 

+403 

*405 

+-1JB 

oaro 

S475 

AAA 

1012808 

452 

+405 

*405 

0W 

. V » B - . 

03/02 

5250 

AAA 

116M104 

045 

-401 

-041 

015- 

03702 

5.750 

AA 

H82S00 

047 

-442 

-446 

017 

08/02 

4.750 

A 

1134028 

IMS 

-401 

-408 

065 

07/99 

4797 

AA 

1002672 

020 

+002 

+404 

040 




IS '•*> 


c;. . 

Vi — 


' f 


-I iliVt* 7'/5 


. ... .-.t:-.-: 

ir-.i 

. , „ .■ . ; :r f-i’a 

... -i.-V?" V] 

. . r: 1*4' 

. ; .. :•:* i *•; 

. ... • 

•: - 

. . fjlll 


+*1 
: V 1 

•• *B 

r-v 

- 4 


• 

- MB 


• Jt fc 

•It: tfif to 

• • V • *'*' -ii 

•> # 

-. -•■. - 19 

m - _i4 

v* « 
-• .:•= m W 

■ • *.« m 

. ilii I-. - . «* 

-• L” -.V . 4a 

' • »** a 

.«• j*r '.aa 

n 

• +• n 


»'v* 

- --M I 

: i rn 

• ■ U !’"• ■ 

■■■ imt- -*• . 7w 

* ?s 

. >IW lii . # 

■■ • m 

•-*-+*'■ few 

■ Arm » 

-* ‘ 

■ : ii »•* , tm 

--- 

s * ~-m 

■ v m m 

*'.4 >04 m 

■■■* ' m 

• - '■*? 

■ 


exchange cross rates 


4 


■ MmMAL GBOKAS BOBL RflURES IffQ" OAQSOJOO fflOBa of 100% 


Open 


Jan 


Sen price Bangs 
10457 *0.05 

10475 *084 


W 


LO0 


Est Open tat 
0 684 

0 0 


Italy 

■ /amosAL n*UA8 60vr. bcud (bt?) nrnge firyg- ura 2core iooca x 100 % 

Open Sea puce Range ifepi Low EM. m Open rt. 
Jan 119.13 11882 -021 11928 11863 77196 128172 

Sep 11038 11927 -031 11928 11838 7 9095 


UK BONOS 


FTSE Actuaries Govt Securities 

Price kvBeee ffed Days n* 

OK rato 

f (A> to 5 ynen (18) 

2 5-15 wen 

3 War IS yeas IS 

4 aiad M Mttoa 

5 Al Mdda (47) 


Accmed 


Apr 22 

dongs % 

Apr 21 

fewest 

12053 

-043 

12057 

278 

16326 

-ore 

164.40 

348 

20349 

-028 

20541 

323 

25434 

-1.19 

2SL44 

454 

15400 

027 

15468 

3.12 


ad at|. 


183 syn 
220 15 yra 
129 go yrs 
231 feralf 
Z89 


UK indices 

law csopcR ykM - -Madhaa ooopaa ytoU- - Hlgn ctHwan tMd - 

22 Apr 21 Tr. apo *>22 Apr 21 Yr. ago Aprg fcagi 


803 899 725 

880 872 7.E6 

880 5.72 7.73 

893 585 7.77 


6.13 

592 

591 


698 

875 

873 


795 

7.67 

7.70 


813 809 727 
593 886 757 
893 8B5 757 


■ (TAHAB GOVT. 801 (BTP) RHOBES OFTtOMS flJTO UnCOOai 1008 b <8 100% 
Strike ■ CALLS — POTS *— 


■SAKirj-... ... 


‘V: - 




. 7r3 
4 »V 

• r-'+ 

• ■ 

J-4: 
i ' i 

•w 

3 .*! ' 
i 'i-l 

■■ v. 

i 

■. !\M 
!.1!' 


.i 

- v. . 9fc~ 

- ■- -« 

' i.:i 


Ag 22 Apr 21 rr. ago 


Price 

M*T 

Jan 

May 

JWI 

11880 

032 

OB7 

0 

025 

11900 

0 

n ia 

418 

057 

11980 

0 

419 

468 

487 


6 Up to5yaar>(2) 

7 Owt 5 yam (IQ 
6 Al stocks (12) 


to «+ tu, cn *864 ph 5899. pmu* aafs «eaa at. cos fines pm iws* 

Spain 

■ MOTTOIHL SPJHm BOW RlTfiBES 


21453 -095 21803 095 

24.79 -817 22817 1J4 

22299 -0.16 22394 124 

a (bwwi toa% Catpaa Me Law OVTWk Mtota 


FT Fixed Interest incBces 

AW 22 Apr 21 <tr2n Ay 17 Apr 18 Tr i 


* * 5 ** 

IS 


— kturnm low— 

Apr 22 Apr 31 ir. ago 


2.78 

291 


Z73 

879 


132 

392 


1.92 

259 


199 

258 


•VWtoftiajt inktodam. TWptoLyWIWr BM. 


Hfepr Lor 


A>r22 Apr 21 Aw 3) Or 17 tv IE 


254 

3.41 


nain Mgr bir 



Open 

Sea price 

Ctoage 

Hflh 

LOW 

EsL voL 

Open lot 

Jw 

309134 

10820 

016 

10947 

10466 

97,620 

87,104 

Sfe 

UK 

10470 

10459 

017 

10470 

10470 

93 

4 


QotLSmm tMJO 10827 10137 10839 10844 ©97 10550 9131 Rnd htesat HIM 14299 1475a mjto **>* 

o ns wan*** Langea m agta m*** ■ to ras. gsm*.. scotto. a,s t4ZJ6 11t83 ^5J2 

nrui lil n 14m tram toe M ffAWra Btoi nttBiwwatoSacaltei lyiOCSwtf FteS tea m! li^ Hi Wtoto Off r 


UK GILTS PRICES 


m xomuL e teak air rants tuffg grofljoo iowa rf 100% 

Open Saturn CHenge K^i law 

Jui 10297 10292 -090 10395 10278 

S V 104.17 -098 

■ reiKMAL m. BUT RHOBES Wfffr £50900 32ndB Of 100% 


_iw_ >5Zw*_ 

W Bed Prfcef+w- 


-VUd- 
W fu near. 


-Si 

JkL 


11974 


Law 


Eft w Open InL 
1517 9794 

0 0 



Open 

Ssdprisp 

Ofeqe 


Lon 

EH m 

Open eit 

J® 

10946 

108-17 

019 

10948 

108-12 

143838 

245238 

Sep 

* 

10469 

059 

“ 

" 

0 

3 

M UWB 6HT fVTWSS 0P11MS 0JFFQ £50400 648B to 100% 




Sarto" £bto * ten* Ton) 

TlwAHacWfitt- — 398 

Tmi5lar«« HS7 

El* Tine 1998 1191 

Iron 9*20:1393# SJ3 

Tcts ffigBStol 993ft ~ 

ErtirVpeisa 11 JO 

TrmioiaKiffl 1412 

TmnBpciaaBtt BJB 

Bnr1DLipci9» 174 


Sate 

Price 

NBy 

. CALLS 

Jwi 

May 

- POTS 

J® 

108 

0-37 

0-60 

003 

0*25 

109 

442 

0-27 

432 

0-57 

1(0 

0 

449 

1-30 

1-38 


Ea isl mL C» 6ii4 nib nwi eft cpm h. ok sok am jobs 

US 

■ OS TOASORT BOD fUTOES (C8H SIOOjOOO 32aOS Ol 100ft 



Opes 

Lafato 

Change 

w* 

lea 

ESL «QL 

Open tat 

JWI 

1S0-Q7 

>20-42 

004 

720-11 

119-28 

384659 

677.702 

Sep 

119-24 

119-29 

- 

119-31 

119-20 

9695 

86.171 

Dec 

- 

119-19 

“ 

- 

- 

5631 

22,637 

Japan 








■ KmfMALUBGipaijapMesEGDirr.BoiRiHnrecsiiffreYioon looted ioo» 


Open 

On* 

Onto* 

m 

Low 

ESL to 

Open fe. 

Jw 

13024 

134BB 

- 

130.79 

13055 

1910 

n% 

Sep 

13473 

13L6Z 

- 

13a74 

13481 

540 

ato 


TnliUKaoOQ i 

emtpcaaatt 

omnptano 

tee Hpc 1998-1 

test*: 2000# 

Tress FfeiteMCl — 
teJiOps«fiOl____ 

Gem 91»c 2001 #— t 
GB09ter&i_ 
JenTpcSOOitt — _ — 

Eobl$c1S99-2 1 1131 

Cmiipcans f ass 

Tamlbcmp# 879 


aa 
as 

1190 
091 
7.71 

air 

174 
9 4# 

894 


7.T0110&M — tisa 
aw ioji -jt ma 

a» IKS -A IDES 

894 1015 — iwa 
-HOft -ft 1»A 
aa? ma -ft im 
an inti _ ions 
887 B9A *A Mi 
187 105>+ _ Ittft 


am iQoft -ft wi 

aa »4i -ft io5A 

«a ii3ft- -ft irm 
ut inn +4 leou 

Ml m -ft 104ft 
- KB8 _ W« 
8H 1884 -i UOii 
MB «Bfl -A 10BA 
445 n» -ft tlOtf 
827 WSft -ft IK,’, 
ojg imy -ft itsa 
810 1W+ -H 11% 
814 im -ft i«a 


' WE Unto te NM to AR nopal 


itonaato 


ItoetolVtoaTni 

Gcwoteanz * 

tes BftpC 2002 

bUl 9pcHB2 f 

Cm siftaxott— i 

Tubs fe* 20030 

7re»6te2003 

TrwISte 2060-3-* 
/«iFfex2003 

* ’Tap' Rft tt Te+« 
kbcmmim am 


texilljpeZBM — 

1U To»l0pe2004_ * 

HWI he**®# 788W- 

ires On 9>2pc!004 

1015 T«toW»pc28(Mtt— 

1504 Cow Vgn 2505 

T*fl e»i1(ft#c200S * 

m T«ei12ijjs 2503-5— 
9V TntoBteaOte— 

1054 Ow ftpc 2fl08 » 

Tiwrteatttt- 

teS7%pc255a» 

1teBpe2002-6t$„ 

TnBiifepcaw-7 

Tn»Btj*Z007tt 

ra»nm*20rvtt_ 
102U Tiaauttfczooa-a.* 

HOB 

U3ft te« fcc 2008. 

1003 T««ipcBJlQtt_ 

1C, Caw sgc Li 2011 u 

1004 tei9nc2012tt 

188 Trees S*2flt200B-12tt_ 

157J1 Tran 2012-1 5ft_ 

mi 

98ft fewl tete 

wag tm spe 2013ft 

110ft T« toe 2015ft 

Xft naagtaTOire 

Easntocaru-17 * 

In«toc2E2lft. 


841 818 

aao an 
811 818 
447 419 

ra 894- 
as4 an 
iia . a b 
iso ear 

an wn to w to 
dEtom rites 


11« l«a 1098 
in -*% iw% lose 

til -*» mm 1565 C«*»s4ae 

1154 -y 715ft lfcLatoJi8Srtft__ 

mi -A W. teUijpcWAH 

TCJft -ft lira 190*j teCJeCHAfi 

1WB -ft 1WH Cecafc2i»e 

W a -A IWi nTft Twx.2i2Bc 


1417 

449 

?13ft 

&3B 

eta 

iWft 

377 

m 

8ZV 

802 

801 lUfed 

447 

W* 

IMA 

74* 

Ban 

8® 

861 

SH 

962 

488 

130 

768 

591 

US 

726 

590 

«w 

478 

566 

nMi 

493 

593 

mil 

7.49 

823 

uav 

957 

4(5 

rsg 

7.19 

590 

118% 

458 

565 

1W.A 

993 

415 

135U 

734 

585 

134ft 

680 

488 

117B 

863 

36* 

103ft 

708 

5JB 

>2W 

493 

588 

128% 

am 

571 

98 

481 

591 

117ft 

460 

567 

121ft 

ae 

590 

124ft 

45* 

582 

13® 

TJB 

561 

162ft 

62* 

577 

128ft 

972 

565 

tom 

413 


85ft 

488 

- 

59Q 

458 

- 

76Q 

436 

- 

47% 

49? 

- 

43% 

40* 

- 

*1% 


-Wd- -Sete. 

m atocet +ar- h«i Law 


m 

2*29**99 !* 

Z toe W (713) 

ZtoelD (fflj) 

4tocWtt_^1Kq 

toeV6___jaa 

ZtoelB (7891 

2toe1l 474(9 

2toc*13 W3i 

Tbffie (nq 

Ztoelfe BK* 

2 toe 24ft 07.7} 

4toe 70ft — (135.11 


-i 115% 112ft 
-i. i2#% roa 
-ft 03% m 
-ft 119% lit® 
-ft 10* 95ft 
-% R0% llOfi 
-% ®ft 71715 

-& is® ISA 

-ft 116£ 105ft 

-u m ii® 
-a mu a* 

-H 112ft 100% 

-ft 107% 100% 

-ft tan 
-u iiw, 

-a in 
-ft »a m 
-a t»H 
-a i»« 

-a i«% 

-h mss 

-j 1»1ft 
-ti 08fl 
-fl 118J1 


-ft iaa imfi Otter fixed Interest 
-a 13* idib 

-14 1»4 109 

-U H5u 130ft 
-1% 13W KBA 


144 

273 

291 

272 

2» 

29i 

281 

291 

m 

130. 

290 

277 


2*6 191ft 
109 I97fi 
195 1B5B 
292)20%d 
Z33 212 

292 !BSU 
l« 202ft 
290 16831 
288 183,% 
m 17913 
299 isift 
29j un 


15>H OB0 

>90% MSH 

195% «1% 

120a mtf 
Z1M w 

193% 171% 
2D 177% 
ISqj 145V 
154% 05ft 
ITS! 14 



'5 ,.j ■ 




£ 



ftMa re d reawtoia te an iterton l a ldi ia i d m 5 % ofl a 38 
ana mm to b tep f, 

ted wrfiwteaato aw>intoaamiia<iWSbiOB>irator 

w W09*" *"*' *“*■ m: ias 


Note to tod PtoaC *tr- 


m l rm 


•tor. 

»r 

;y ' ■ . 


• • rr*, 

" .TW» 

U M 

-r.--!.*. ... 

' ^ 

' 


->7“ 
+; *« 


Tr+- 


" *>*-**; 



bAst unojng 1 


9. 


«r/, *> 


' 


paeo. * MedM pace. 


-fi 07 ft 

* OH 
-y 77jj 
-Si 494 
-e 40ft 

-fi 42B 

* daw In panto p* CUD nto d aft FnqiecM red 


*1 Mte 0 nn%se 2009 _ 

BtenitoeTOi! 

iaatoUtocam 

4Sft Uwporiatocfcred 

4*% uxapetott 

01ft AtetetolltosSW. 

365 Hat».3pc* 

SIR «teAtok 3 bciai 2 ). 
31 ft 4 We L 2024 


7 J 7 &20 my 
795 & 5 BM 9 %d 
Ml - 1*3% 
636 - S 

838 - 47 

1 SS 870 l 34 %d 
Ml 153 88 

: uia 


MnUM itonpaa ddto n 


131C 1164 
148% 128% 
144% 134% 
* *1 
47 as 
135% 122% 
89 00 

17« 172% 
183% 137% 



u 


V* 

1 1 ■A. . 


r J- fl 1 

fee-, . 


" “■ -w-n 


■ i 

C*: a 

— -* n • - 


-L.. . 

' zH “ ■ - ■ 

K? ' 

d* V _ ' 


. “ 4 

■ r - lv 

fe ,. 1 . 

"•■v. . .. 


SMM & iBDByk 





I 


u ,i! ■■ 1 -ii 



l lift 


services a™ 
mcd, ‘ 1 fetors outp^ 




Vi-- tii; Sr- ■ 




• ' : > iSADlfiG 

C80T extends hours for dje 


'- '-“V. 


» **• 




•* M* 

.. - | 








1 

£ 


■ * 


FINANCIAL TIMES 


THURSDAY APRIL 23 1998 * 


31 


CURRENCIES & MONEY 


Bundesbankers cannot help dollar 


WORLD INTEREST RATES 


MAfflC^RBPORT 
ByStaonKoper 

The D-Mark held firm 
against the dollar yesterday 
even though three leading 
Bundesbank officials said 
German interest rates were 
on hold for now. Foreign 

exchange strategists said the 

D-Mark's vigour showed that 
the market's faith in the cur- 
rency was growing as 
Europe’s economies recover. 

But investors are reluctant 
to push the dollar below the 
narrow range in which it has 
traded against the D-Mark 
for an of 1S9& Ravi Bulchan- 
dani, senior currency econo- 
mist at Morgan Stanley in 
London, summed up the 
mood of many strategists 
when he said: Tm a nervous 
dollar bull, but a dollar bull 
nonetheless.” 

The Bundesbank officials 
seemed to be acting to talk 
down their currency, and to 
quell the market's recent 
belief that German rates 


would rise soon. Eunjmaik 
fatures contracts have been 
pricing m a repo rate of 
nearly 4 per cent for January 
1999. when European mone- 
tary union is due to start 
The German repo rate is 
now 230 per cent 

But iOaus-Dieter Kueh- 
hacher, Bundesbank council 
member, said he saw “no 
* 00 ® for a rate increase in 
Germany”. The bank had no 
interest in letting the dollar 
slide, he added. “We want a 
stable euro, that should be 
taken care of, but should not 
happen abruptly. If the dol- 
lar is now at DML80, then 
we actually want only a 
moderate change.... If the 
dollar slides, that would 
completely chang e markets." 

Johann Wilhelm Gaddum, 
bank's vice president, was 
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quoted as saying he saw he 
“no acute need to act" on 
rates. However, he indicated 
that German rates might 
rise after this quarter, say- 
ing that the Bundesbank's 
de cisions in the second half 
of me year would be guided 
mare by European concerns. 
Many cf the states planning 
to join Emu seem to require 
higher interest rates than 
Germany. But Sxrkka Hama - 
iflittfrn, Finland’s influential 

central bank governor, 
hinted that these countries - 
which include iters - might 
slow their economies by 
tightening fiscal policy 
rather than through higher 
European rates. “There Is 
concern about a possible 
pick-up in inflation, at the 
core countries’ interest rate 
level, unless fiscal policy is 
tightened in these coun- 
tries," gbg said. 

Helmut Jochimsen, 
another Bundesbank council 
member, said there was “no 
need” to raise rates. He said 
the dollar's recent slide did 
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not worry him. implying 
that it was short-term. 

The dollar firmed just 03 
pfgs against the D-Mark to 
close in London at DML792. 
Most Etiromark futures con- 
tracts rose 3 basis points on 
the slimmer prospects for 
German rate rises. 

The National Bank of 
Poland cut its 2 frday inter- 
vention rate by 1 percentage 
point 


■ The dollar was also 
fragile against the yen, fall- 
ing as the market geared up 
for the details of Japan's lat- 
est economic stimulus pack- 
age. due out tomorrow. 
Many in the market expect 
the Bank of Japan to inter- 
vene far tbe yen again when 
the package appears. 

The dollar was also hit by 
Eisuke Sakakibara, Japan’s 
vice finance minister for 
international affairs, who 
threatened that Tokyo might 
buy yen in the market His 
remark was hardly news, 
since Tokyo officials have 
been warning of intervention 
almost dally. Mr Sakakibara 
said Japan could sell its US 
Treasuries “any time” to 

MOTHER CURRENCIES 
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fund intervention. It was 
important to convince the 
world that Japanese assets 
were “a buy". 

The dollar dropped Y0.8 
against the yen to Y130.6. 

■ The Polish rate cut took 
advantage of easing infla- 
tion, and was aimed at weak- 
ening the zloty. The cur- 
rency has been one of the 
strongest in Europe, fuelled 
by real Polish interest rates 
of more than 10 per cent. 
The Polish market is per- 
ceived as one of the safest 
blgb-yielders after last year's 
collapse of Asian currencies. 

The central bank's mone- 
tary policy committee cut 
file intervention rate from a 
minimum of 24 per cent to a 
minimum of 23 per cent. 
However, it left its Lombard 
and discount rates 
unchanged at 27 per cent 
and 24J5 per cent respec- 
tively, and said that fighting 
inflation remained its key 
objective. 

The zloty fell marginally. 
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The Caisse frangaise de deveLoppement 
becomes 

Agence fran^aise de deveLoppement 



The AFD implements development aid projects and 
programmes under guidelines set by the Government. It 
operates in more than 90 countries as well as in the 
French overseas territories. 

The AFD is a state industrial and commercial agency 
(etablissement public industrial et commercial - EPIC) 
and a specialized financial institution (institution 
financiers spedalisee - IFS). 

The AFD is an issuer on domestic and international 
financial markets. It is rated tripLe A by Standard & 
Poor's and Moody's. 


New address 

5, nie Roland Barthes 
75598 Paris cedex 12 


Mffl.TmPHE fffl 

Tel 01 53 44 31 31 
Fax 01 44 87 99 39 


http://www.afd.fr 
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COMMODITIES & AGRICULTURE 


COPPER NEGOTIATIONS RESTARTED 

Zambia puts 

privatisation 
back on track 


Shortage pushes palladium price to new high 


By Andrew Edgectiffe-Jotmson 
and Kenneth Gooding 

Zambia Is taking action to 
put the privatisation of its 
copper industry quickly 
back on track by restarting 
negotiations with the Kafue 
consortium, whose offer for 
the country's two biggest 
mines was rejected three 
weeks ago. 

Copper contributes SO per 
cent of Zambia's Foreign 
earnings, and delays to the 
privatisation have caused 
serious economic disruption. 
It is understood the govern- 
ment is considering chang- 
ing the composition of the 
privatisation committee to 
facilitate new talks with the 
consortium. 

Francis Kaunda, the for- 
mer chairman of the state 
owned Zambia Consolidated 
Copper Mines who is now in 
charge of the mines' sale, 
rejected a bid horn Kafue for 
the Nkana and Nchaaga 
operations, which account 
for more than 60 per cent of 
ZCCM. 

Mr Kaunda told the Finan- 
cial Times he was talking 
with other bidders. “We are 
aiming at completing the pri- 
vatisation at the latest by 
July, and we are confident of 
doing that.” he said. 

A reshuffling of the com- 
mittee to include more 
people sympathetic to the 
government’s position could 
make It difficult for Mr 
Kaunda to block any future 
deal with Kafue. 

Kafue. the only bidder for 
the mines, includes A vmin 
of South Africa, the Com- 
monwealth Development 
Corporation. Noranda of 
Canada and Phelps Dodge of 
the US. The government is 
understood to value the 
expertise these groups can 
bring to Zambia as much as 
the finance they can provide. 


COMMODITIES PRICES 


BASE METALS 
LONDON METAL EXCHANGE 

(Press bum Amalginsted Metal Trading) 
■ MLDHNNH, 99.7 POTTY (S pa tonne) 


No details were given but 
Kafue is believed to have 
offered just over USSlQOm 
cash and agreed to spend at 
least 5400m to revitalise the 
crumbling mines. 

Members of the consor- 
tium indicated this week 
that they were still willing 
to take over the mines but 
stressed there could be no 
increase in their offer. 

"Someone has to tell the 
government that the assets 
are not worth much - just 
above zero,” said one repre- 
sentative. “The operations 
are only just in a commer- 
cially rectifiable state.” 

Some analysts suggest 
ZOOM’S losses are running 
at an annual rate of 5250m. 

Jacob Mwanza, governor 
of the central bank, said: 
"We are limping along. We 
have to regroup, but we 
re main optimistic." 

Mr Mwanza, who is also a : 
director of ZOOM, is believed 
to favour a renewed bid from ■ 
Kafue. ] 

Mr Kaunda said the col- 
lapse of the Kafue bid was 
"not the end of the road," 
and that the committee had 
received “expressions of 
interest” from companies 
that it considered to be seri- 
ous. “The door is now open 
to whoever.” he said. 

It is believed that Mr 
Kaunda put out feelers to 
see if CNNC, China's state 
metals group, Ispat of the 
Netherlands or the Binani 
conglomerate of India might 
be interested. 

Mr Kaunda said the 
protracted talks with Zambia 
Copper Investments, an asso- 
ciate of Anglo American, 
over the Konkola Deep proj- 
ect were going well If suc- 
cessful, the 5800m project 
would be “the most impor- 
tant investment in Zambian 
mining in the last three 
decades”, he said. 




By Krone* Gooding 
and Pad Salman 

Palladium's price set a new 
record yesterday and was 
“fixed” in London at 5380 a 
troy ounce, driven higher by 
further uncertainties about 
Russian politics. The price 
was $43 an ounce, or nearly 
13 per cent above Tuesday's 
afternoon “fix”. 


Some dealers suggested 
the prices were meaningless 
because the market was par- 
alysed by the lack of palla- 
dium exports from Russia, 
the biggest producer. There 
was a 510 difference between 
bid and offer prices, which 
forced most trading to the 
“fixes”, as these result in 
one price being quoted. 

Russia failed to export any 
palladium for the first six 
months of last year and trad- 


ers yesterday were becoming 
convinced there would be a 
re-run, particularly if Presi- 
dent Yeltsin's nominee for 
prime minis ter is rejected. 

There was a certain 
amount of panic yesterday 
among those who had sold 
palladium short - sold metal 
they did not own in the hope 
of buying it later at a lower 
price - particularly in 
Japan, the consuming 
country. 


“Liquidity is drying np 
very fast You can't magic 
up metal that isn't there.” 
said Trevor Pitts, chairman 
of the London Platinum an d 
Palladium Market. “The 
market is continuing to 
function but the spreads 
[between bid and offer 
prices] will widen. The 
spread reached 530 [an 
ounce] last year and lending 
rates were exceptionally 
high at 200 per cent” 


On the London Metal 
Exchange copper Jumped to 
51,910 a tonne in the morn- 
ing. it closed at $1,890 a 
tm ™» , up 522. or 1.1 per cent, 
from Tuesday's close. 

Macquarie Bank analyst 
Adam Rowley warned that 
the "squeeze" on investment 
funds who had sold copper 
short would become intense 
in May and June and might 
send cash copper prices 
above 52,000 a tonne. 


World oil prices retreated 
on signs of higher US stocks. 
American Petroleum Indus- 
try figures, released tote on 
Tuesday, showed a rise of 
3.29m barrels in crude inven- 
tories and an lucronse of 
1.35m barrels of gasoline. 

in late trading on Lon- 
don's International Petro- 
leum Exchange. Brent crude 
for June delivery stood at 
$14,43 a barrel, against Tues- 
day’s close of $14.51. 


Growers flourishing on Kenya’s natural blessings 


Horticultural exports have been expanding 
by some 20% a year, writes Gary Mead 


W hile coffee and tea. 
Kenya's two leading 
commodity exports, 
are languishing under the 
weight of state-run market- 
ing boards, the third most 
important is blooming, due 
in part to the lightest of gov- 
ernment touches. 

Kenyan horticulture 
exports in the past five years 
have flourished, growing by 
about 20 per cent a year. 
This year will be an excep- 
tion. following a period of 
exceptionally heavy r ainfall. 
The sector will still grow, 
but in single rather than 
double digits. 

Kenya's total fresh fruit, 
vegetables and cut flower 
exports expanded from about 
65m kg in 1994 to more than 
8fen kg in 1997. 

In cat flowers alone, 
Kenya exported 35,736 
tonnes of blooms to Europe 
last year, representing some 
60 per cent of total African 
cut flower exports and earn- 
ing 5100m equivalent of for- 
eign currency. 

While more than 24,000 
tonnes of those exports were 
sold via auction In the 
Netherlands. Kenyan cut 
flower gro w ers are increas- 
ingly turning towards direct 
sales to European retailers. 

About 1,300 hectares are 
given over to flower produc- 
tion in Kenya, the main 
growing areas being at Lake 
Naivasha and Thika. 


Stiffest competition comes 
from Colombia, Israel and 
Zimbabwe, but by eschewing 
the Dutch auctions, Kenyan 
flower growers are confident 
they will he able to fend off 
their rivals. 

The largest of Kenya’s hor- 
ticulture exporters, the pri- 
vately owned company 
Homegrown, Is now the big- 
gest supplier of cut flowers 
and packed specialist vegeta- 
bles to the UK-based retail 
chain Marks & Spencer. 

With international sales of 
around £44m (574m) a year. 
Homegrown has taken 
advantage of what chief 
executive Dicky Evans calls 
the “perfect growing envi- 
ronment" of Kenya. About 
75 per cent of the group's 
production is vegetables and 
fruit; the rest is Dowers. 

Homegrown has grown 
with alacrity. In 1982, it 
exported just 17 tonnes of 
cut flowers; by 1997 the fig- 
ure was 10,000 tonnes. 

Mr Evans and other pri- 
vate sector executives are 
convinced the government’s 
attitude toward the horticul- 
ture sector could be a useful 
modal for developing the 
Kenyan economy as a whole: 
it has left it almost entirely 
to its own devices. 

Mr Evans applauds the 
elimination of foreign 
exchange controls, the sim- 
plification of the process to 
obtain impart licences, and 




Exports btoonv Kenya sold 35,738 tomes of cut flowers In Europe last yarn- 


Gay Mead 


the removal of duties on fer- 
tilisers, greenhouses and 
other essential inputs. 

The result, according to 
Mr Evans, is that Kenyan 
horticulture now enjoys a 
business environment allow- 
ing it to capitalise on the 
country's natural blessings. 

“We now export 30 tonnes 
of flowers, fruit and vegeta- 
bles to Europe every night," 
he says. “Kenya sits on the 
Equator, which means we 
have perfect growing condi- 
tions, with temperatures 
averaging a minirnm n of 6 
degrees centigrade and a 
maximum of 30 degrees cen- 
tigrade. Our overseas com- 


petitors cant match the nat- 
ural benefits we have here." 

The plea to extend the 
kind of economic liberalisa- 
tion enjoyed by horticulture 
into other commodity areas 
Is cautiously welcomed by 
Moses Mudavadi, recently 
appointed minister of agri- 
culture. He recognises that 
other sectors such as tea and 
coffee are burdened by red 
tape, but is wary. 

"There is a need for cau- 
tious. gradual, liberalisation. 
We would like market forces 
to take over, the private sec- 
tor to grow, and government 
not to be involved in produc- 
tion any more,” he says. 


“Take sugar production, 
where the government has 
the largest shareholding. 
Kenya is a net importer of 
sugar and it really shouldn't 
be; we have the perfect cli- 
mate for sugar growing. Hor- 
ticulture has been driven by 
the private sector and has 
been growing by 15 to 20 per 
cent a year.” 

C ertainly. Homegrown 
shows what can be 
achieved by the private 
sector. Although a relatively 
small company by interna- 
tional standards, the busi- 
ness has developed rapidly 
and soundly from a standing 


start hardly more than a 
decade ago. to become a 
leader in Kenyan terms. 

This year. Homegrown 
plans to reinvest £3m in 
expansion, and. as Mr Evans 
points out, the health and 
safety standards, ns well as 
the quality controls he and 
his workers have to meet to 
satisfy the exacting demands 
of several of the UK’s most 
exigent retailers, have to be 
beyond criticism. 

The packaging and ship- 
ping plant operated by 
Homegrown at Nairobi's 
international airport - items 
picked on one day are on 
British supermarket shelves 
the day after - is a model of 
efficiency and cleanliness. 

The outlook for both 
Homegrown and agricultural 
production fn Kenya should 
be rosy. “The development 
of the agricultural small- 
holder sector in Kenya has 
been a success,” says Martin 
Geake. regional manager for 
the Commonwealth Develop- 
ment Corporation in Nairobi. 

"However, we’re at a 
crossroads. To continue this 
success the central authori- 
ties need to improve effi- 
ciency and in our view the 
use of private sector capital 
would provide the quickest 
and most efficient means of 
doing that," he added. 

That cautious note sug- 
gests Kenya's immediate 
future will probably not.be^ 
bed of roses - but horticul- 
ture does at least highlight 
what can be achieved. 
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.130227 

1Z7520 

Jri 

57.600 -0250 58250 55250 

630 

£406 

■ COmt LFE (5 toraus Sfarori 


too 

54.70Q-1200 56200 53200 

224 

907 







Sap 

50200-1200 51.000 48250 

3 

29 

•to 

1378 

-12 

1987 

1975 1214 15,761 

to* 

47.800-1250 47.400 47.400 

50 

161 

Jri 

1616 

-6 

1320 

1910 1,487 25225 

ToW 


1021 

7220 

S«P 

1873 

-7 

1882 

1871 

232 4273 







Jw 630.6 

-22 

- 

- - 15 

toy 

7420 -050 

75JJ0 

74J0 

25 

788 

Bar 6282 

-£5 

- 

- 179 2209 

Sap 

72.60 -0.40 

— 

m 

_ 

10 

Triri 



412S 81236 

No* 

7420 -0.40 

74^0 

7 <00 


042 





Jm 

75.60 -0.40 


_ 

mi 

94 

ENERGY 




tor 

Toted 

7820 -0.40 

“ 

“ 

25 

1 

936 


«o> 1833 -7 1540 1827 15 1 ,465 

Jm 1793 -7 1786 1795 - 117 

Mm 17S3 -7 1755 1765 100 231 

TOM 3052 47,675 

■ CORSE V CSCE (ST SOObK DmPWBb* 


LONDON TRADED OPTIONS 

sum price S tana -Cab— — P 


CROSSWORD 

No! 9,663" !&tby ^ ' 


■ CRWg OH HTMEU II OOP bantte. SmarrfQ 

Utot Day's atm 

price dam Im Vat U 

Jun 1500 -0.08 1600 15.75 77086 133k 

-H 16 30 -003 1535 16.16 17.144 5B271 

Aag 1657 -003 16.65 1645 6039 31091 

Sep 1676 -005 16.78 1670 3.000 25.173 

Oct 1633 -005 1603 16.85 1.594 15002 

to* 1728 +021 17.00 1702 739 10.156 

Total »0SS1457O78 

■ CftBDE OK. PE IStereO 

Latent Day's open 

prioa ctm p a Mgh Im Hal M 

Jan 14 48 -am 14.49 14.36 17050 64.117 

J«H 14.77 -007 14.81 14.69 13003 37J86S 

Aug 1503 -0.09 1505 142S 856 19048 

Sep 1525 -0.10 15.31 1521 1200 11256 

Oct 1551 -005 I5S3 15.42 1222 6018 

tot 15.70 -004 15.70 1505 1B1 10S54 

Total to idi 

■ HEAUBB OtL MWBt tftOOO US cAE fftol 

Utot najr'a Open 

price change iBgb to W H 

Hay 43.75 -029 4425 43.80 12.786 29071 

Jm 4445 -0 23 44.68 4425 0755 33072 

Jri 4520 -023 4520 4500 1070 1W71 

Mg 4605 -028 46.19 4605 777 13,646 

Sep 47.00 -028 4720 4700 801 11087 

Oct 4325 +002 4820 48.15 1.059 8.743 

Total 20758174273 


■ S0TAMAB5 CBT ftOQOta ate ceeBAMb Mu! 

toy 64075 -mOC 65000 64023 17.400 25.461 
Jri 63920 -11-00 65000 83820 40236 63068 
Am 638.73-1000 64825 83000 1256 12257 
Sap 62420 -920 B33O0 62450 357 2012 

Net 61725 -820 62620 61600 9067 37025 

Jan 04.75 -825 63300 62400 162 1,767 

T«al HOOT 147088 

■ SSYAB&M 0B. CBT {SOJXtlbx cwttrt* 

Hay 2803 -023 2927 2825 11040 30268 

Jri 2802 -026 2925 2086 22079 82255 

*J> 2804 -0.7B 2620 2088 3080 15088 

Sap 28.78 -004 29.15 28.75 373 7,713 

Oct 2809 -005 2800 2800 452 6232 

Dec 2809 +002 2820 2708 3283 18293 

Total 41,171 10280 

■ sOTABEMica carp Mam sioni 

Hay 1570 -28 1610 157.6 8086 28232 

Jri 1580 -02 1620 15BO 102 42 51213 

Aug 1802 -32 1630 1602 1298 17236 

s m 1612 -32 1632 1610 502 11287 

Oct 1602 -32 1B32 1602 138 5.730 

Dae 1632 -32 1662 163.4 2940 19296 

Total Zm 138,763 

■ POTATOES Uffi [20 tarmci; E per toraad 


Mm 

14820 

+220 15020 1462Q 5212 £400 

Jri 

143£0 

-025 14320 14120 4216 13,416 

Sap 

13720 

- 13975 13620 

420 £497 

Dk 

13120 

+035 13320 1312Q 

262 4,760 

Mar 

127.75 

+0.15 12925 12720 

47 1278 

Hay 

125.75 

+020 12720 12520 

4 685 

Trial 


10258 29J34 

m con 

EEfJCO)? 

IB «nafpouaH 


Apr 21 



Pint My 

Comp, ante 

123.19 

12373 

15 day menage * 

- 12122 

121.70 


SjBM G740 3 n#K 1*89 6 nte USB 9 uric. 12547 


■ HIGH 6BADE BNTffl (COMBO 

Sell Dry'* 

price change Wgn Law 

Apr 84.75 *0 70 8630 64.75 

Hey 64.85 86.70 8400 

Jtn 85.25 +025 BfiGO 8520 

Jri 8565 +1 10 8740 6455 

Aeg 85.20 +695 8590 6565 

Sep 84 95 +1.00 86.30 8420 

na 

PRECIOUS METALS 

■ UMMM BULLION MARKET 

iPrtss suppfca by N m RcufraAJl 


■ GAS (ML re (Stone) 





Sri* 

Bay* 

Open 




price EhaegB High Law 

w inc 



May 

136.00 

-1.75 13645 13525 

5228 28276 


OpM 

Jun 

13750 

-100 137.7S 137.00 

£197 17.920 

voi 

M 

Jnl 

13920 

-1.75 139.75 13973 

S56 9272 

316 


too 

14225 

-220 14100 14220 

ZD 9379 

3212 20286 

Sc 9 

14525 

-1.50 14525 14425 

17? 11.134 

187 

£606 

ora 

14725 

-1 75 14775 145.75 

TOT 13.729 

3.19S 17233 

Trial 



11J5001352BS 

97 

1275 





516 

5,791 

■ MATUUL CASK (Intern pm per Mn<4 


toy 

832 

+112 

S3JI 

0 a a 


Z7G 

Jri) 

602 

+102 

_ 

_ 


- 

tor 

742 

+102 

- 

- 

- 

3 

tor 

920 

+102 

— 

- 

- 

- 

A*r 

1522 

+42 

153-0 

151H 

148 

753 

new 





188 

1228 

■ FSSGHT ®FFDQ UFFE (SlOtele* poM) 



1005 

-25 

1010 

10 m 

23 

532 

Hay 

990 

-35 

1005 

990 

27 

319 

Jm 

975 

-25 

— 

— 

_ 

43 

Jri 

930 

- to 

835 

830 

71 

320 

Oct 

1070 

-10 

1086 

1070 

13 

142 

Jm 

1090 

-10 

_ 

- 

_ 

56 

Totri 

Oan 

teat 



74 

V4M 

an 

1005 

KM 






May 9230 - 9230 9250 10 1260 

Jbh 0.120-0030 - 2250 

Total 310 20yCB 

M WQWUUL BAS N1LEX (10.000 nnBtL; S/riABbJ 


GaUTniyod 

S am 

£ eqrir 

Ste equh 


Owe 

3ISHJ-31130 




Opeang 

31065-311 15 



May 

Momng ft 

J11J0 

18&292 

462692 

Jun 

Afternoon f« 

31260 

187214 

484.977 

Jri 

DafaHrah 

3U3-30M 



Am 

Days liter 

31185-311.15 



Sap 

Pianos cue 

30-3610 



Od 

Lon Lite Hem Grid UrtAq Ratae (VSU5S 

Trial 


Uteri Daft 
price dang* Mgh 

2.475-0085 £585 
£535 -0265 1630 
£560 -0.075 £650 
2575-0.070 2655 
2560 -0086 2235 
2.560-0050 2240 


teen 

Lew IM U 

£465 46213 39345 
£525 19,735 43287 
2555 10589 25 JIB 
2570 6205 £1525 
2545 3.105 16271 
2660 2.125 15.469 
96XZMJ4T 


1 north „ .. 

2 mortta — 

3 monte 

saver Rx 
Sort 

3 monVB 
6 montn 
l yew 
Grid cotes 
Xnjgamnd 
Maple ual 
Nm Someapi 


, „ 4.36 12 nonOB -3.72 

.4 27 

pflray ol us cts am. 
37625 631.00 

37935 631.80 

37955 63160 

381.65 631.00 


M UBLEADGD GASOLME 

MTMEX |<£0C0 us gaifc; cflJS griaj 

Uteri ttoy'i Open 

price change Ugh Low 1W tot 

May 51 85 -023 5320 51 35 18290 31288 

JM 52.95 -0.72 5320 5160 14289 46208 

Jri 5370 -0.40 5400 53.40 45*145831 

AOS 5175 -020 5420 5150 £732 11243 

Sep 53,15 -015 5130 5260 948 13272 

Oct 5125 -010 5120 5165 396 4,181 

Tetri 412W1232B7 


PULP AND PAPS 

■ rou«oimtu8fc24i*diyBM 

sac Bays 

price C fta ag u teg* Low Voi 
■ten 53320 -220 53320 5336X1 5 
Sen 55720 - 


RIUBES DATA 

AM atm data suppktl by CM& 


Nuts and seeds men tom Kot*o 
London S per mfc bwnten plateaNes 287 
30 raw On riiefl) natunfly opened (round); 
crop 1996 at *4,100 rtW. crop 1997 at 
5000 FCA or Cffl tom ben, Tntkteb 
luarintds 13715 aid 11/13. far new crap 
iraSrarion 54*350 CFR, RUte Interest. Loam 
enow wfWto puuklu well raefenmd at 
S£S00 Foe Europe- Few sveUbie. hxSan 
qmImiwi crap 1897 and 1998 CFR tom 
top srippnm, W320 at S520Q, W240 at 
$5391 Rew sNpwra far forward pOeMdRS- 
US rinvnds standard 5 par cent crap 
1997 at S4200 FAS, crap 1990 ri *4,400 
trnrito risinp. Argendna Mnniits et 


M IM1ESU6BH UTCBO tonw; SAonwal 

Am 2516 -0,7 2542 251.7 1.191 17J91 

Oct 256.1 +0.1 2572 2565 574 9,107 

Dae 2612 +02 282.1 261.7 4 1^34 

Mar 267.7 +12 2862 267.4 20 1,104 

May 2747 +1.7 2727 27J2 3 508 

Aq 2742 +16 2742 2742 1 103 

Tetri 1382 30247 

M SUE AB «11‘ CSff nUUKBlS cenivaa 

May 9.19 +024 120 9.1220J71 33,765 

Jri 926 +026 926 82611430 77,314 

Oct 927 +021 920 822 6270 50.446 

Mar 829 -027 8.73 925 1272 22,124 

Mm 9.73 -023 9.77 9J3 376 3,179 

Jri 9.77 -025 975 974 3S 3,498 

Total 42222193,182 

Ml COTOM BTCE (SO floats; ceriKIW 

toy 61J3 -021 6220 6129 «61S 6201 

Jri 6148 -025 6325 63.30 5205 29272 

Oct 66J0 -0.43 86.40 66.10 571 1761 

Dm 6721 -047 67.95 8725 1JD3 31254 

tor 6820 -040 6940 6020 237 0473 

Mm 70.10 - 7015 7000 91 £642 

Tetri 12/M2 88,109 

M 0B4I« 

May 92.70 *040 9320 SE05 £037 £730 

JM 8030 +020 BOBO 9U0 £173 11,126 

Sep 9920 +050 10020 6620 159 42m 

Nn 10110 +060 10145 101.60 333 3209 

Jm 1O4J0 +020 105.70 10070 62 1257 

Mnr 10730 +060 10725 10720 19 814 

Trial 4^84 3£336 


VOLUME OATA 

Open ietHcsl and Voteme date show far contracts 
toted an COMEX, NYMEX, CBT. NYCE, CUE, CSCC 
and re Dude a an one day in anma. vobme * 
Open Manet Mate we br all traded monte. 


INDICES 

■ ammigae; 1879/31 - tool 

Am 22 Apr 21 nente age yew ago 
10502 16492 1087.1 19562 

M C86 Fotewe ISgg 1967 = 100| 

Apr21 Aprao DMhqa gartgi 

22723 225.98 - - 

■ 880 Spri Base 1970 a 100) 

Apr 21 Apr 20 avett ago year ago' 

16926 16721 17026 194.38 

UK WMBUBSC STOOCS (toan) 


PB.7%) UC 

1450 — ; 

1500 

ISO 

m corcst 

(Grade n LI4E 

1800' 

1900 

2000 

■ G0H3UFFE 

1850 

1900 — 

1950 

■ COCOAUHC 

1050 

1075 

1100 

m nanouDEiPE 

1450 

1500 

1950 


Jm Sap Jin Sep 

37 76 28 43 

16 61 S7 67 

8 33 SB 86 


Jen Step 
133 135 
65 05 

29 51 

Jri 5m 
115 139 

90 121 

70 111 

Jri Gap 
53 79 

30 64 

80 51 

Jri) Jri 
40 81 

20 

37 


Jin 8m 
» 67 

70 118 

133 179 

JU Sep 

48 116 

74 148 

104 IBS 
Jut Sep 
22 20 
33 38 

49 50 
Jun Jri 

56 

77 - 


LONDON SPOT MARKETS 

M CWM ML FOB (per banri) +w- 

OoW St£W£72x -0340 

Brant send (dated) Si 171 -174 - 0.125 

Brant toad (JM) SM 28-MI -0255 

W.TJ. S11KH82X -0330 

■ OL PHDDUCTS HWEpRBi(C detemy OF (tome) 



Atenttn rioy 

Copper 


-1,ia 

to 

Kioarai 

-180 

to 

40,809 

-7.1K 

to 

287200 

+550 

to 

107200 

-30 

to 

euee 

-875 

to 

464.375 

-135 

to 

7280 


Piwrian Geaatew 

SI 85-1 67 


faH 

Sj 37-139 

-12 

Heary Puri 01 

*79-81 


NtaptdtB 

Si 28-131 

-2 

Jri tori 

SI 48-148 

-1 

Qtanl 

S14T-T42 

-I 

■ MnBALMS (FncaAbanri 


Bectoo (Aral 

920-920 


AKBteBri Age* 7«t Iomi pit 113698792 


Moreat 



QoM CPW toy (nj* 

331325 

*4 SO 

Sty |ptr toy aoj* 

63150c 

4-1050 

Ptafnan (per boy ozJ 

SCI 20 

♦720 

Pritefflam (per tray ay 

338020 

+4120 

Capsoc 

892c 


lead (US pnxu 

m/yy 


lb poiria Lauqu) 

2074r 


Ttojfaw ftnq 

ms 


Came (Bw rraitfS) 

8533p 

•123- 

Stem toe ari^d} 

10825p 

-Oil- 


7097)1 

+06^ 

Lon. day tugar famt 

«Mn«l 

. 

Lk. day auger pete] 

■5253.50 

-£00 

Bariay fiBQ. 



Mebo (US Hn3 VMm) 

£109.00 


Hhri (US Qnk toarttQ 

Uaq 


(Ubar (u»yif 

407Bp 


(tabbcrtkriV 

47.75C 


Hetber (URSSMol) 

29O50n 

+120 

Ctnaait U (PU0§ 

Prim 00 IMayJ§ 

650J|y 

6625 

+102 

+125 

OopoflWlS 

S4002y 

+162 

-Suyutiudus (USJ 

1805 


Dam ouawfA 1 min 

6425 


SWWtWaStoij 

asop 

nanKcDB 

BBrikMf 


247^ j» I ?■** 1 •****■ » Jri. Vterira famniS 

107200 'MtofMnmato'iimnmt ttorin 


ACROSS 

1 How to carry a cutting tool 
in impenetrable vegetation 
( 8 ) 

S Checks about a hundred 
Fiats (8) 

9 Learning about weather in 
European region (8) 

10 Sterol affected stable hand 
(6) 

12 Native finds barristers in 
speciality buffet (6.3) 

13 Road by river in the coun- 
try (5) 

14 Dirty canteen (4) 

16 Decay found In op ening 
throttle (7) 

19 Keep an ere an the TV (7) 

SI Shelter acceptable to some 
Rwandans (4) 

24 Inferior cow? (S) 

25 I reckon to get an ace (6^> 

27 Accessary for many an art- 
ist attracts tax (6) 

28 Sports car register gets out- 
side publicity (8) 

29 Gash for members of the 
opposhe sex (6) 

30 Captain gets workers’ 
clothing (3^) 


DOWN 

1 Admit supporting husband 
in worship (6) 

2 Coercion has Don going 
round the bend (6) 

3 Eliminate queen during 
relaxation (5) 

4 Endlessly sit on bum when 

confused in vehicle (7) 


6 Little beast is to abscond 
and betray (6,3) 

7 Heartless superstar's expe- 
dition (8) 

8 Street car (very posh) for 

the vagrant (8) 

11 Without a bit of sympathy 
shoot narrow -mind ed bigot 
(4) 

15 Intern ate stew in harbour 

(9) 

17 It’s understood one repre- 
sentative's allowed (8) 

13 Precipitation affected an of 
New South Wales (8) 

20 Imran Khan showed class 
(4) 

21 Socrates’ killer shows a 
hesitation to grapple (7) 

22 Sort of crab found in Lin- 
colnshire (8) 

23 Teacher has bed over- 
firmed producing litter (6) 

26 Finally arrive in topless 
burlesque (3^) 

Solution 9,662 
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LONDON STOCK EXCHANGE 


Financials and drug stocks drag Footsie down 


- TiznB&rrt 

mW. 


MARKET REPORT 


By $tero Thompson, 

UK Stock Market Editor 

A raft of economic news 
provided only temporary 
respite for London's equity 
market yesterday. 

The news was interpreted 
as reducing the chances of 
the Bank of England's Mone- 
tary Policy Committee rec- 
ommending a rise in UK 
Interest rates after their next 
scheduled meeting 1 on May 6 
and 7. 

But by the end of the day 
the FTSE 100 had seen an 
early 40-point rise trans- 


formed into a 23.9 lass, with 
the index settling at 5,931.1. 

Early In the session, an 
upsurge in the leaders had 
driven the FTSE 100 to 
within 5 points of the 6,000 
mark, only minutes after 
trading commenced. The 
index stayed in positive ter- 
ritory until the early after- 
noon, when pockets of profit- 
taking proved too much for 
the market to bear. 

But an unconvincing open- 
ing by Wall Street saw Lon- 
don fell further, registering 
a session low of 5,918.5, 
down 36.5, before stabilising 
just before the close. 

Dealers insisted, however. 


that the market's depression 
was confined to specific 
stocks and specific areas - 
pharmaceuticals and insur- 
ances. “It was a quiet and 
difficult day," said one mar- 
ketmaker. 

The mood In the stock 
market at the start of the 
day was also helped by com- 
ments on Tuesday evening 
from Eddie George, governor 
of the Bank of England. 

Further support during 
the morning session came 
from Wall Street's overnight 
move to another record high 
on the Dow Jones Industrial 
Average, which was lifted by 
some wall-received results 


from IBM, the computer 
giant 

Underlying UK average 
earnings in the year to end- 
February rose by 4.5 per 
cent, in line with market 
forecasts, while the March 
unemployment rate fell to 
4 JB per cent the lowest level 
for 18 years. 

M4 money supply rose 9.5 
per cent in the year to end- 
March, in line with expecta- 
tions. 

The interest rate story hit 
gilts heavily, where losses at 
the long end of the market 
extended to more than a full 
point Sterling, measured by 
the Bank of England’s 


exchange rate index, fin- 
ished marginally easier. The 
setback was generally con- 
fined to the leaders, how- 
ever, with the FTSE '250 
extending its recent gains 
and pushing up to hit an 
intra-day and dosing record 
Of 5^705, up 27. L The FTSE 
StnaUCap edged ever-closer 
to its previous highs, finish- 
ing 3.1 firmer at 3,634.2 
Muc h of the damage In the 
FTSE 100 was caused by a 
serious setback in the com- 
posite and general insurance 
sectors after Tuesday's 
warning from Commercial 
Union of big eiaimg arising 
from the recent bad weather 


In the UK and elsewhere. 

Weakness In the four com- 
posites, Commercial Union, 
General Accident, GEE and 
Royal & Sun Alliance plus 
general insurers 
Legal & General «nd Pruden- 
tial accounted far more than 
10 FTSE points. 

Poorly received prelimi- 
nary results from Bank of 
Scotland saw those shares 
retreat the equivalent of 2J5 
FTSE 100 points. 

The most severe fall came 
from GlflX ft Wellcome, which 
accounted for mare than 12 
FTSE 100 points. 

Turnover In equities at 
6pm was 975m shares. 
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Indices and ratios 

FTSE 100 
FTSE® 

FTSE 350 
FTSEM-Stam 
FiBEJwamyWd 
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Drug 

stocks 

flounder 


merger, while SmithKline's 
R&D presentation showed it 
will have to take the pain 
before the gain," said James 
Culverwell, Merrill’s UK 
pharmaceuticals analyst. 

JP. Morgan cut its Smith- 
Kline eps number from 23p 
to 21.8p, but maintained its 
share price target of 800p, 
which leaves the stock on 


COMPANIES | REPORT 


By Peter John, Martin Brice and 
Joel Kfrazo 

Drugs leaders tumbled as 
the market took on board a 
wide-ranging retreat by US 
brokers. 

Merrill Lynch recently 
turned neutral on the entire 
UK sector far the first time 
in five years. Yesterday, it 
compounded the change of 
heart with forecast down- 
grades on SmithKline Bee- 
riiam and Zeneca. 

And SmithKline, which 
failed to set the market 
alight with its global 
research and developments 
last week, was hit further by 
a downgrade from JJ*. Mor- 
gan. 

Merrill started to waver 
after the mooted merger deal 
between Glaxo Wellcome 
and SmithKline collapsed at 
the end of February. In the 
put couple of weeks, the 
broker's caution on the sec- 
tor leaders increased as 
Zeneca shares hit a demand- 
ing £28. 

Merrill cut its current year 
earnings per share forecast 
for SmithKline by 3 per cent 
to 2l.4p and its profit num- 
ber for Zeneca by £25m to 
£l,155m. 

"The market Is coming to 
terms with the grim reality 
that there may be no 


SmithKline slid 8 to 683p 
and Zeneca 50 to £24.61. 
Glaxo Wellcome lost 62 at 
£1£L82 

Insurers helped lead the 
market down yesterday as 
one of the sector bears 
punched in a swingeing 
downgrade for Commercial 


Union following revelations 
of weather-related claims. 

David Hudson of Credit 
Lyonnais knocked £55m off 
his current-year profit fore- 
cast, taking tt to £370m. He 
warned that the new fore- 
cast left the projected divi- 
dend uncovered. He also 
stressed an 800p share price 
target - a 30 per cent dis- 
count to last' night’s close. 

"The feet of the matter Is 
that it is not Just weather 
but deterioration in key mar- 
kets. The only thing driving 
the financials is takeover 
speculation. The reality Is 
that margins are going down 
and they're going down 
fast," said Mr Hudson. 


Besiand wont performing FTSE sectors 
SectnhteS Battle* Equipment ■ ' r . ' V 


hautanee 


am 

JlAt. .1 :■■■■ 

2800 

sun- 

r\*i~ 


2300 J* 

/ — 

jam 





ml 1 1 


2200 


The positive sentiment in 

1 FUTURES AND OPTIONS 


■HBMI . 

.im** - 

JJB Sport helped boost 
Blacks Leisure, which 

■ FTSE WO MOB HOTM gffFB £10 Mf M W« 



»t . “ ■’ 

j- y. ■> + ^ 

gained IS to 378%p, and John 
David Sports, 2W ahead at 
lmttp. 

DFS Furniture was the 
worst-performing stock In 

Open Sett price CMoge W 

j* 60259 58739 -499 60100 

S* - 60519 -49.0 - 

Dec 62399 81439 -48L0 &3&0 

rn wmt en HEX nmns u=fa CIO (W w Wte te* 

Lon 

59629 

67299 

tit crl OtMdte 
I.Tffi ' 15WC! 
i) 7811 

7 * 



Jan 


1998 


te r 


•bo: 


TO 


m 


1 FT 30 

INDEX 







Apr 22 Apr 21 

Apr a 

Apr 17 Apr 18 

Yrega 

■wte 

*Um 

FT 50 

37549 37849 

37889 

37949 38169 

SWB9.9 

38724 

37759 

am. <*. teu 

188 298 

299 

191 297 

395 

432 

293 

P£ nOo net 

2492 2494 

2495 

2438 24.70 

1793 

2691 

1590 

PC iteo is 

2430 2432 

2433 

24.17 24.48 

1798 

2494 

1171 

FT ae ten aneUR Mgn WM onnt te +M anew tat Ow im ft 



FT 30 tomte dw—te 






Open 9 

18 11 

12 13 14 15 

10 

H* 

Lott 

37849 38109 3811.7 38149 38089 38059 3781.1 37914 37324 

38193 

37719 


O Fiffi MnmDonal Urtad m M tea mm* -Hr in 


STOCK MARKET TRADING DATA I 


ter 22 

Apr 21 

Apr » 

Apr 17 

Apr 16 

Yr ago 

SEAQ bnv*» 

M5PK 

51144 

60948 

81,623 

63988 

48378 

Bfdti ftmowT fOnJt 

. 

n> 

27504 

2568.8 

30359 

23469 

EqeRy harpahsf 

• 

m 

51795 

52922 

60,450 

44961 

Stern Haded (ntf 

. 

na 

7113 

7012 

7089 

7339 

Toa nw bBtem 

• 

m 

84905 

66301 

60940 

ne 

Total maw (EBOt 

- 

IB 

35089 

36189 

40 553 

na 

Tort eta traded (m» 

■9759 

na 

8019 

8279 

IPK9 

M 

Tiadepotot toiuuwr Cm) 

194 

249 

129 

199 

339 

4.7 

Tradeprint etna katod 

4383 

5,438 

4,144 

10978 

5968 

961 

tEsMn Iteted art mud IBM M loteteg M teinv. -ut ote ue it Am. t UK tee 

mn+rntmow. 







■ Lowtea nariaKhta 








Mm mdfilk* 


52 WHfc Ifert ted tan 1 

UFTE Eqirity aptklM 


Tart neat 

935 

Tort mu 

187 

Total a— 

42930 

Tort Fite 

578 

TUM Lon 

38 

Cats 

24910 

Sum 

Mai 



Pots 

17920 


Apr 22 Dm rtttd m Equity Sum bad on B» London Sara Spite. 


CU fell 39 to £11.60 and 
General Accident, which is 
to link up with CU in a 
£L4bn merger and which will 
hold Its own annual meeting 
on Tuesday, tumbled 78 to 
£14.63. Boyal&Sun Alliance 
slid 2014 to 725 V&p and 
Guardian Royal Exchange 
10V4 to to 426p. 

Construction-related 
stocks were in the spotlight, 
led by Pfikingtan, one of the 
better performers in the 
FTSE 250, following a recom- 
mendation from Goldman 
Sachs. The shares rose 6Y$ to 
123Kp in buay trade of 32m 
shares after Goldman's con- 
struction team published a 
24-page research document 
on the company. 

The team said it reiterated 
its “trading buy" stance on 
the stock, which it estimated 
was worth 187p a share, 61 
per cent above the share 
price yesterday morning. 

Goldman's positive stance 
centred an its view that the 
company was restructuring 
in a consolidating Industry, 
while Pilldngton was also 
about to enjoy favourable 
trading conditions. 

Price rises of 15 per cent 
on float glass were seen as 
sustainable, while in the US, 
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a price war cm replacement 
glass had ended. 

Elsewhere in the building 
sector, the move from Bea- 
zer of director Stewart Base- 
ley to Centex International 
of the US raised some eye- 
brows as the change was 
said to be part of a move 
into Europe by Centex. Bear 
zer shares were static at 
lSip. 

Bullish statements from 
Bellway and Persimmon 
emphasised recent strength 
In housebuilding stocks. 
Bellway revealed a 27 per 
cent Interim pretax rise and 
talked of continued growth 
in spite of a likely slowing of 
sales in the second halt Bell- 
way shares rose TA to 
382Vfo 

Per simmon rose 2 to 238%p 
after it talked of rising mar- 
gins while the market was 
healthy in the south-east 
and improving elsewhere. 

JJB dull 

A profits downgrade took 
the shine off JJB Sports, 
which published figures at 
the top end of market expec- 
tations. Hie shares ended 
the day 1614 up at 5S7V4p 
after the company revealed 
profits at the top end of mar- 
ket expectations. 

Dresdnar Kleinwort Ban- 
son was said to have down- 
graded its current-year prof- 
its estimate to £4&6m from 
£46m, however the broker is 
still reported to have the 
stock on its “buy" list 

The house still rates the 
shares a “buy". 


'the FTSE 250, the shares fall- 
ing 32% to 286Kp, after the 
group's warning that second- 
half profits will be below 
those managed in the first 
half due to poor Easter trad- 
ing. 

Shares in bid target Argos 
rose 6 to 6l6p, while those of 
its predator, Great Universal 
Store, eased 1 % to S12p as 
talk that the former may 
escape the clutches of the 
latter did the rounds of the 
market yesterday. 

Shares in the UK’s two 
biggest spirits groups moved 
in opposite directions as 
they responded to research 
by the drinks team at Gold- 
man Baifos . 

Allied: Damecq eased 4 to 
618p In trade of 2.8m after 
the US Investment bank 
downgraded the stock from 
"trading buy” to "market 
performer”. Goldman 
blamed “the slow pace of 
global spirits Industry oon- 
saUdatian". 

Goldman is more positive 
an Diageo. It not only reiter- 
ated its “recommended for 
purchase” stance, partly as a 
result of "the. lade of a com-, 
petitlve response to last 
year's merger announce- 
ment”, it also upgraded its 
profits forecast for 1999 from 
£l.936bn to £1.972bu and 
raised Its near-term share 
price target from 77Sp to 
850p. 

Cairn Energy Improved 5 
to 321Vip with the marker 
readjusting to what one 
dealer described as a rather 
sloppily executed cross late 
an Tuesday. 

Bank of Scotland 
announced full-year figures 
above the range of market 
forecasts, but the shares 
took a dive, closing 38 down 
at 734p on profit-taking after 
a good run. 
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Bonds and strong dollar hit investor mood ^touds loom but 

Tuesrtav's haif-ooint cut “The uoward shift for weight of selling over the The general feeling of more than 10 per cent : 


1 OVERVIEW 

Equities remained subdued 
yesterday with the bond 
markets and the dollar con- 
tinuing to cast a shadow 
over investor sentiment, 
wiles Jeffrey Brown. 

Frankfurt led the way 
down, ending the day with a 

fall of Ll per cent on the 
Xetra Dax as the D-Mark 
stayed under 1.80 to the dol- 
lar and long-term bond 
yields continued to track 
higher. 


Tuesday's half-point cut 
for Italy's discount rate and 
yesterday's round of denials 
by Bundesbank officials did 
nothing to dispel market 
suspicions that the next 
move for German interest 
rates will be upwards. 

This week’s run of upbeat 
indicators - from Spanish 
industrial production to Ger- 
man money supply - have 
supplied further solid evi- 
dence that the pace of eco- 
nomic activity in Europe is 
quickening. 


"The upward shift for 
bonds yields and the 
strength of the D-Mark are 
telling us that earnings 
expectations in Europe are 
now under pressure." says 
lan Harnett equity strate- 
gist at NatWest Markets. 

The consensus view of 
gaming s growth in Europe 
this year, including the UR. 
fa about 14 per cent but 
“this may weC be shaded to 
about 10 per cent", says Mr 
Harnett 

There has been little real 


weight of selling over the 
past couple of days and 
equity markets remain 
within a whisker of record 
highs. 

But equally, with money 
managers it increas- 

ingly hard to pin point value 
in equities, fresh funds have 
not been forthcoming. 

“I think there is clear 
scope for underperf orman ce 
by some of the peripheral 
European markets in the 
short-term," says Mr Har- 
nett 


The general feeling of 
unease among investors 
gained little comfort from 
yesterday's stream of high- 
profile stories. 

First-quarter disappoint- 
ments from two leading 
Swedish cyclicals - Volvo 
and Scania — were flanked 
by a profits warning from 
Siemens, the blue-chip Ger- 
man electronics conglomer- 
ate. 

- At the sight of shrinking 
operating margins, Volvo 
shares yesterday crumpled 


more than 10 per cent in 
heavy trading volume. 

There was some soothing 
balm from Dutch electronics 
grant philips, which turned 
in fizst-quarter profits way 
above the top end of a rela- 
tively wide range of broker 
forecasts. 

This sent Philips shares up 
11 per cent in near record 
volume for a three-day gain 
of more than one-fifth. 

It was awe-inspiring stuff 
for a stock capitalised at the 
equivalent of $33bn. 


Dax still shines 


Dow steady 
as investors 
sift rumours 


Philips bucks downward trend 


AMERICAS 


US equities were mixed by 
early afternoon trading as 
investors waded through a 
flood of earnings reports and 
the latest wave of bank 
merger rumours, writes Jo/m 
Labate in New York. 

The Dow Jones Industrial 
Average was down 4.74 to 
9,180.20. The broader market 
improved, however, with the 
Standard & Poor’s 500 clim- 
bing 4.01 to 1.U0.68. Technol- 
ogy shares also advanced, 
spoiling the Nasdaq compos- 
ite up 7.83 to 1,911.70. 

Bank stocks took centre 
stage as Bank of New York 
launched a merger offer for 
Mellon Bank. Mellon's 
shares surged more than 11 
per cent or $7{g to $77 ft. 

Other stocks gained 
ground as well, with PNC 
Bank up $2% to $62% and 
BankBoston gaining $2M to 
$112tf. The Philadelphia 
Stock Exchange's banking 
index rose VL25 to 887.83. 

Investors were cautious 
about Dow component 
shares. “First-quarter earn- 
ings have been really good, 
but there is still concern 
about what earnings will 
look like for the next three 
quarters, and the market 
looks pricey to many portfo- 
lio managers,” said Hugh 
Johnson, chief investment 
officer at First Albany. 

Among Dow components. 
International Paper came off 
to S54 and 3M down 
to 


Prices were mixed among 
those companies that 
reported earnings results. 
Steel producer Nucor fell 
$lg to $56}$. Airline stocks 
also weakened. UAL lost Sin 
to $90i in spite of better- 
than-expected figures. TWA 
slid JiV to $10£ after report- 
ing a first-quarter lass. 

Lucent Technologies rase 
$2% to $77 after the company 
topped earnings expecta- 
tions. Annco also gained f>i 
to $6$ after its results 
announcement 

In the technology sector, 
semiconductor shares ral- 
lied. Intel gained $4£ or 
more than 5 per cent to $83% 
as Morgan Stanley reiterated 
a strong buy rating. Com- 
puter makers also moved 
higher with Dell Computer 
adding $3 to $77% and Com- 
paq g aining $1% to $28. 

The Russell 2000 index 
eased by less than a point to 
490.85. 

TORONTO moved ahead 
as a rise in gold prices 
prompted a rally in gold and 
precious minerals shares. 
The TSE 300 composite rose 
41.98 to 7,807.5. 

The gold and precious 
minerals sub-index rose 3J3 
per cent with Barrick Gold, a 
leading gold producer which 
released firm first-quarter 
earnings on Tuesday, adding 
C$1 to C$33.4. 

A recovery in financial 
services stocks, which had 
been sliding for the past few 
days, also helped. The sector 
rose 0.4 per cent 


EUROPE 

Shares in Philips dominated 
trading in AMSTERDAM, 
surging ll per cent and 
allowing the overall market 
to close little changed in 
spite of another weak day 
elsewhere in Europe. 

The electronics giant's 
first-quarter results came in 
wen ahead of expectations, 
sparking a round of broker 
upgrades and sending buy- 
ers scrambling for stock. 

The shares hit a peak of 
FI 187.40 before ending 
FI 18.30 higher at FI 185.30 
for a three-day advance of 21 
per cent At the close of trad- 
ing, more than 13J>m shares 
had changed hands. 

First-quarter earnings 
were a sixth ahead of the top 
end of broker estimates and 
Philips iced the cake by con- 
fidently forecasting an end 
to losses at its PCC con- 

Semens 
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Reform fears hit Bovespa 


5AO PAULO fell steeply in 
early trading amid concern 
for the government's reform 
programme. Telebras fell 2.4 
per cent to R$40.80 and Elec- 
trobras tumbled 33 per cent 
to R$49.10. 

The Bovespa index was off 
262 or 22 per cent at 11.766 
at midsession. Investor con- 
cerns for the reform pro- 
gramme were sparked by the 
death of a leading reformist. 


MEXICO CITY ran into 
modest profit-taking and at 
midsession the IPC index 
was off 25.23 at 5.160.29. Bro- 
kers said the recent rally for 
shares sparked the selling, 
although volumes were 
described as light 
CARACAS lost ground in 
morning trading. The IBC 
index was 71.76 or 1 per cent 
lower at 6,920/04 at midses- 
sion. 


Golds back above 1,000 


SOUTH AFRICA 

Shares in Johannesburg 
clawed back early losses to 
close with the all share 
index up 28.0 at 8^10.1. 

Golds were the main fea- 
ture of the session, breaking 
back above 1,000 for the first 


time since last October 
thanks to a strong bullion 
price. 

The golds index ended 61 
higher at 1,009.3. Anglogold 
rose RlS.20 to R264 ahead of 
today's quarterly earnings 
report Gold Fields added R1 
at R34.5G. 


sumer communications arm. 

Goldman Sachs raised its 
target price on the shares to 
FI 210 from FI 175. 

In contrast, disappointing 
results from software group 
Baan sent the shares down 
FI 11.10 to FI 96.70. Goldman 
Sachs lowered its rating to 
“market perform” from “out- 
perform". 

The AEX index ended L36 
points off at 1,186.61. 

ZURICH slid almost 1 per 
cent as losses in a number of 
market heavyweights kept 
prices under pressure. The 
SMI index dosed 602 lower 
at 7,3083. 

Novartis added to Tues- 
day’s 3.7 per cent fall with 
another of SFrSl to SFt 2.430 
in further response to its dis- 
appointing first-quarter sales 
figures. CS First Boston said 
it expected Novartis’ weak 
sales growth to be limited to 
the first quarter and it reit- 
erated its buy recommenda- 
tion. Roche certificates lost 
SFrl95 to SFrl5,155. 

Nestis came under 
renewed pressure with a fall 
of SFr47 to SFr2,715 in 
response to rising coffee 
prices in London. ABB eased 
SFr5 to SFr2,316, ahead of 
first-quarter results today. 

Cement group Holder bank 


continued its upward path. 
The shares added SFr25 to 
SFrl,660. supported by a pre- 
sentation to London analysts 
and Tuesday’s annual 
results news conference. 

Adecco climbed SFr27 to 
SFr650, extending its 
advance over a week to more 
than 14 per cent, amid 
rumours the employment 
group planned to merge with 
Kelly of the US. 

Rank Sal Qppenheim in 
Zurich downgraded the stock 
to market performer, noting 
that the share was now trad- 
ing at a 30 per cent premium 
to Manpower of the US. 

A SFr225 jump in Bank 
Julius Baa* to SFr4JJ25 was 
attributed to consistent 
rumours of consolidation in 
the private banking sector. 

FRANKFURT was under 
pressure after Siemens 
iS6 U e d a profits warning and 
the Xetra Dax index finished 
6L52 lower at 5,31228. 

Siemens tumbled DM5.50 
to DM114 after the electron- 
ics group cautioned that 
1997-98 earnings would fall 
short of its own forecasts. 
Investment bank Merck Fink 
cut its earnings estimates 
after Siemens said profits 
could be bit by provisions 
for south-east Asian risks, 
problems with a recently 
Introduced gas turbine prod- 
uct line and eroding prices 
for memory chips. 

ABN Amro added to the 
gloom, warning that Sie- 
mens' chip business might 
be facing heavy losses. 

Telecoms newcomer Dril- 
lisch closed its first day’s 
trade on the Neuer Markt at 
DM433, compared with the 
subscription price of DM86. 
The company is a rival to 
Mobilcom, which rallied 
DM35 to DM1,400. about 15 
times the price when they 
were issued a year ago. 

Dresdner Bank advanced 
DM6.40 to DM108.75 on con- 
tinuing speculation that the 
group was a potential mega- 
merger candidate. 

PARIS gave up early gains 
but finished off lows, con- 
tinuing its consolidation. 
The CAC 40 index finished 
25-33 lower at 3,835.07 


L’Oreal lost FFr66 to 
FFr2,829 on the suggestion 
that it might suffer from 
renegotiation by LVMH’s 
DFS subsidiary for delays in 
payments. 

Euro Disney was /narked 2 
per cent lower as the cam- 
pany reported a smaller loss 
in its traditionally weak first 
half, compared with the 
same period of 2996-97. The 
shares lo6t 20 centimes to 
FFriUJO. 

Nickel miner Eramet 
added to recent gain* rising 
FFr8.40 to FFT292.90 in 
response to the French gov- 
ernment ’s political settle- 
ment in New Caledonia. 

MILAN dosed weaker in 
spite of an opening rally 
inspired by the Bank of 
Italy's rate cut on Tuesday. 

Retail investors rushed to 
buy shares in early trading, 
but the Mibtel Index finally 


dosed a volatile day losing 
138 or 0.6 per cent to 25,163. 

Banks, which were traded 
higher last week on hopes of 
mergers, lost ground. Banca 
Di Roma lost L107 to L3.445 
while Credito Italiano lost 
L241 to L1G.033. 

Fiat declined L244 to 
L8.064, while Eni, the oil and 
gas group, rose L180 to 
L12.413 following the 
announcement of a hi gher . 
than -expected dividend. 

MADRID closed lower, 
dragged down by weak 
futures. The general index 
closed down 12J5 or L3 per 
cent at 893.98 as investors 
too k profits on shares that 
had recently gained , Telefon- 
ica lost Pta70 to Pta6,520. 
while Endesa declined Pta65 
to Pta3,955. Tabacalera lost 
Pta75 to Pta3.695. 

STOCKHOLM was 
depressed by a spate of 
weaker-than-expected earn- 
ings announcements. The 
general index Ml 76^7 or 2.1 
per emit to 3J573J57 on disap- 
pointing first-quarter results 
from truckmaker Scania, 
Volvo and Autoliv, the car 
safety group. 

Scania fell SKr9.5 to 
SKT18L5, Volvo lost SKT29.5 
to SKr240 and Autoliv 
declined SKrl4 to SKr245. 
Ericsson was down SKrl2 to 
SKr42L 

Written and edited by 
Michael Morgan, Jeffrey 
Brown, Emiko Terazono, 
Paul Gregan and 
Bob Sherwood 


Investors in German shares 
have never known anything 
like it As the market has 
reached successive highs, 
those who preached restraint 
and warned of inevitable cor- 
rections have been proven 
embarrassingly wrong. 

Now, analysts seem con- 
tent to have it both ways: to 
point out that the German 
market is overvalued after 
its latest dizzy surge and to 
indicate that share prices 
could continue to rise. 

But there are clouds on 
the horizon, such as the pos- 
sible impact of the Asian 
ffnanfial crisis OU profits 
and a looming election that 
could see a change of gov- 
ernment. The planned Intro- 
duction next year of 
Europe’s single currency, 
while generally seen as posi- 
tive for equities, could also 
disrupt sentiment as econo- 
mies and markets adjust to 
file euro. 

So far this year, though, 
the market has Ignored hints 
of trouble, with the Xetra 
Dax index rising 28 per cent 
to about 5.400. Last year. It 
went up 47 per cent. The 
main impulses have been the 
strong dollar, which helps 
exports, restructuring in the 
upper echelons of German 
industry and low interest 
rates and bond yields, which 
make non-equity invest- 
ments less attractive. 

At the market's current 
heady levels, forecasters 
look forward to the Dax 
reaching 6,000 - though not 
yet The targets they origi- 
nally put forward for this 
year have mostly been 
reached. 

Undoubtedly, the big Deut- 
sche Telekom issue at the 
end of 1996 gave a strong 
boost, to Germany’s infant 
equity culture. The growing 
realisation that the state 
pension system will not 
meet future . retirement 
needs has also caused more 
people to shift money away 
from secure low-yielding 
fixed-interest investments. 

Lack of progress In achiev- 
ing pension and other 


Germany 

XanOsctaltf- 






reforms is likely to colour 
the attitudes of voters In the 
general election on Septem- 
ber 27. If, as looks Increas- 
ingly likely. Chancellor Hel- 
mut Kohl’s centre-right 
coalition is ousted, the hatt- 
ing progress of economic 
reform could slow even fur- 
ther. 

This Sunday's election in 
the east German state of 
Saxony-Anhalt. which Is 
afflicted by high unemploy- 
ment, could be a pointer to 
September’s result. “The 
general election will be won 
or lost in east Germany," 
says Gerhard Grebe, chief' 
economist and equity strate- 
gist at Bank Julius Baer 

(Deutschland). 

He warns that if the Social 
Democratic Party, with the 
popular Gerhard Schrbder is 
its candidate, moves from 
opposition into government 
this autumn, there is likely 
to be a shift in emphasis 
from reform to economic 
pump-priming to help jobs. 

That could lead to a 10 per 
cent correction in share 
prices. Mr Grebe reckons. He 
also expects the dollar to 
ease and interest rates to 
rise as European economies 
grow stronger, further damp- 
ening the market. 

However, he is optimistic 
over the longer term, expect- , 
ing the Dax to reach 6,000 in 
the second half of 1999 and 
continue climbing after that. 


Andrew Fisher 


Taipei jump ends four-day fall 


ASIA PACIFIC 


TAIPEI ended a four-day 
losing streak with a rise of 
196.31 or 2.3 per cent to 
8.636.51 on the composite 
index. Brokers said the 367- 
point setback over the previ- 
ous four sessions had 
sparked bargain hunting. 

The electronics sector rose 
3.6 per cent ASE and Hon 
Hal advanced by the daily 7 
per cent limit, adding TS7 to 
TSiu and T$13 to T$208 
respectively. 

TOKYO was listless as 
investors paused for the 
details of the latest govern- 
ment stimulus package, 
writes Paul Abrahams in 
Tt&yo. 

The Nikkei 225 index fell 
64.13 or 0.4 per cent to 
15,761.54, in spite of Fuji TV 
reporting the package would 
be larger than thought 

The markets barely 
reacted to a speech by 
Eisuke Sakakibara, rice 
finance minister, saying it 
was time to “buy Japan". 
The yen strengthened mar- 
greatly against the dollar on 
his pronouncements, and the 
equity market recovered 
some lost ground. The 22S 
index traded as low as 15,601, 
and as high as 15.832. 


Hews Corp 
Store prtos(AS} 
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The Topix index of ail 
first-section shares fell 4.56 
points or 0-37 per cent to 
1,215. Volume remained 
extremely light with only 
319m shares traded. 

Steel stocks were among 
the worst performers, down 
1.6 per cent after news of 
poor production figures in 
the automotive sector, an 
important customer for the 
industry. Nippon Steel gen- 
erated the largest volumes, 
as it fefl Y4 to Y2Q9. Kobe 
Steel dropped Y3 to Y104. 

SEOUL was weak as for- 
eign investors found few 
incentives to commit fresh 
funds, and the composite 


index lost 7.40 or 1.7 per cent 
to 43151. 

The market was also said 
to be depressed by the pros- 
pect of labour strife after the 
head of the militant Korean 
Confederation of Trade 
Unions said his group would 
not participate in talks with 
government and business. 

HONG KONG was fiat in 
cautious trade after a gov- 
ernment land auction pro- 
duced prices in line with 
expectations and failed to 
offer the market much guid- 
ance. The Hang Seng index 
added 9.21 to 10.977.47 in 
quiet trade of HK$4.6bn. 

Property counters lost out. 
as enthusiasm for the sector 
was dampened by a lack of 
interest from the main devel- 
opers in the auction. 

Cheung Kong fell 75 cents 
to HKS53 while Sun Hung 
Kai Properties was 70 cents 
lower at at HK$49.30. 

China Resources slipped 5 
cents to HK$14£5 ahead of 
Its results. After the market 
closed, the company 
reported 1997 net profit of 
HK$L56bn, against HKS567m 
in 1996. 

SYDNEY moved lower 
with the Ail Ordinaries 
index dipping 9.6 to 2£56£. 
Golds were firmer, notably 


Newcrest which gained 7 
cents to AS2.76. But 
resources generally were 
mixed. BHP shed 6 cents to 
A$15.23. Media giant News 
Corp was hit by manage- 
ment uncertainties, giving 
up 27 cents to AS10JB. 

SINGAPORE managed to 
find some support in late 
buying, but nevertheless 
closed down more than 1 per 
cent Overseas funds were 
locking in profits and the 
Straits Times Industrials 
index lost 16£2 to L475£2. 

Blue chips were lower 
with Singapore Telecom 
down 6 cents to S$2J>L Sing- 
apore Press Holdings lost 60 
cents to S$i650. 

SHANGHAI hard currency 
B shares declined on disap- 
pointing earnings announce- 
ments. The B index fefl 0.427 
to 52219. 

Sentiment was depressed 
as heavily weighted Inner 
Mongolia Erdos Cashmere 
Products said its 1997 net 
profits bad fallen more than 
40 per cent The shares 
declined S0.034 to S0.316. 

In contrast, Shanghai’s 
domestic A shares rallied on 
reports that China’s securi- 
ties regulator would issue at 
least five mutual funds to 
support the market. 


Financial Times Seminar 

Mastering Global Business: 
continuing the ‘global 5 journey 

Thursday May 28, 1998 

at the Financial Times, 1 Southwark Bridge, London 

This seminar follows on from the highly successful Mastering Global 
Business series. Supported by Price Waterhouse and American 
Express it will debate the critical issues faced by companies 
operating in a complex global market. 

Hear the views of leading academics from Europe and the US 
and share the experiences of practitioners from business. 

Topics include: 

□ Building global competitiveness 
□ Navigating the tides of global finance 

□ Outpacing the competition through service 

□ Selecting the right sort of strategic alliance 

Confirmed speakers: 

Professor Jacques Horovitz, IMD International, Lausanne 
(and Managing Director of Grandvision) 

Professor Vijay Govindarajan, Amos Tuck, Dartmouth 
Professor Rory Knight, Templeton College, Oxford 
Professor Pierre Dussauge, HEC School of Management, Paris 
Colin Price, Partner, Price Waterhouse 
Duncan Lewis, Executive Vice President, Equant N.V. 

The delegate fee of £350 + UK VAT includes lunch and 
refreshments, documents and speakers’ papers. 

To register or for further information: 

’ telephone: +44 171 873 4816, fax: +44 1 71 873 3595 
or email : sarah .jezzard@ft.com 
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Corporate 

Services 


Price Waterhouse 


ED 


FINANCIAL TIMFS 

No FT, no comment. 


a 


mnducti 

nrow Strongly, wit 

But, says 

iLctds for cautB 

Call ceil 
a jobs ( 


t- r nrfw 

- 

•-n-- >t&. 

■ -iT.- **•* 

■■-r. • «j| 


*«+«? 


. -kdtti Mat 

T 

- 

r.::.= ralfe 

Jiqip 

.,- :.i|£ I#* 

••••• •-••;=- **£ 

; Mm 

■: ■ *. j 

MM 


I** 

"..■ft 


: W. 

UMl 

'■ ■■■ 

•• l’.~ hHQ 
- ^ 

•i ■; . 

• •: >- i-t ii 

* - - 

•S -: 'VKt* 

-•• • kvr-ii 
• J i i-r l 

• K 4 

- 

*’.?? «i‘»J 

'.h-i- 7ii- i 

‘-a# 


C *I! centres 5 .uijfti* 

IflutotU'T' • 


• r. 

t . 


. •!- i. 

• • ■ .i 

- » *•+ saw thirii 


• :Tl ^- aw i tw n ri 

" r - :- “ 1 
■ '*■ .1-.*-. 


•+„ ... 

. • • J.’K 





~ fat 


'a******* 



I 







s 


** B M * Ku>!.. 


^ H1(,s 'oon, L 

>a "'iiu5 


FINANCIAL times survey 



KENT 


Public and private 
sectors pull together 
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Tougher restrictions 
may boost business 
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Regional economies 
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Business conducted by phone continues to ^ — — — — 

grow strongly, with regions competing for new 
facilities. But, says Brian Groom, there are ( 
grounds for caution as well as euphoria V 

Call centres become T P 
a jobs phenomenon 


Marketing people have 
devised an ugly word - 
“telephUes". This denotes 
not a perversion but people 
who enjoy conducting 
business by telephone and 
prefer it for buying goods. 
According to research by 
the Henley Centre for 
Forecasting, this includes 
half the UK population. 

To feed the telephiles* 
appetites comes a rapid 
growth in call centres - 
where staff wearing 
headphones sit at desks, 
with a computer in front of 
them, selling anything from 
kitchenware to life 
insurance. 

New ones are arriving 
every month. Prudential, the 
Insurance group, recently 
announced plans for a 
1,500-job centre at Derby, 
while BarclaycaH is to create 
2,000 Jobs in Sunderland, 
TVne and Wear. 

Big numbers, indeed. Call 
centres are the most 
remarkable employment 
phenomenon of the 1990s, 
one which has investment 
agencies fi ghting over every 
new centre looking for a 
home. Potentially they bring 
great economic benefit to the 
chosen locations. 

There are grounds for 
caution, however, about the 
scale of their oyerall impact 
There are also issues to be 
resolved if they are to be 
greeted with equal joy by 
employers, staff and 
customers. 

Wilder forecasts that lin 
people will be employed in 
UK call centres by 2000 have 
been scaled down. Most 
estimates put-' current 
numbers somewhere 
between 150,000 and 320.000. 

Datamonztor. the 
consultancy, whose 
calculations are at the 
higher end, expects 2 per 
cent of the UK working 
population, or about 480,000 


people, to be employed in 
call centres by the 
millwinhiTn Across Europe, 
the total could be more than 
1.2m. 

That is still an annual 
growth rate of nearly 20 per 
cent in Bri tain , anii even 
higher in continental 
Europe. 

Technology makes it 
possible. Automated call 
distribution (ACD) switching 
allows incoming calls to be 
sent out in orderly queues to 
waiting operators, and if 
necessary transferred to less 
busy centres in other cities 
or continents. 

Computer telephony 
integration (CTT) allows 
customers' records to be 
caned up on screen as their 
calls are answered. 

How many of these jobs, 
though, are new to the 
economy? Incomes Data 
Services, the pay research 
group, caused consternation 
in the industry by claiming 
that jobs were often being 
lost elsewhere as fast as they 
were being created in call 
centres, since two-thirds of 
call centres replaced 
activities previously carried 
out in separate branches. 

The scale of this ef fect is, 
hotly debated. The Call 
Centre Association replies 
that while some of the early 
centres might have replaced 
branch jobs, companies are 
increasingly selling new 
services by telephone. 

There is even greater 
controversy over the quality 
of the jobs. Call centres are 
criticised for bringing the 
problems of industrial waan 
production into tbe 
white-collar field. fan« ran 
be monitored by managers 
for quality and length; 
sometimes they have to be 
answered in rapid succession 
by repeating a monotonous, 
compulsory formula. 

Professor David Metcalf, of 


Cafl centres fact file 
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the London School of 
Economics, recently warned 
of the “OrweDian potential" 
of such work. There was an 
eerie parallel, he said, with 
Jeremy Bentham’s 19th 
century "perfect prison", the 
Panopticon, in which all 
prisoners were visible from a 
control centre. 

Employers deny they run 
sweatshops. Midland Bank's 
First Direct, for instance, 
has an operational floor in 
Leeds the size of Wembley 
football pitch, but prides 
itself on being a good 
employer, with no executive 
offices, closed doors, 
hierarchies or pecking 
orders. 

In practice, employment 
conditions vary. There is a 
great difference between, 
say. Virgin Direct in 


Jones Tang Wootton, the 
international property 
adviser, says: “The call 
centre has revolutionised 


Norwich, where graduates British business but many 
give complex financial are still failing to get the 
advice, and other outfits message, either providing 
which cold-call people to sell poor telephone service or 


windows or doable glazing, 
or just take orders. 


none at all. Competitive 
pressures are forcing them 


Motivation and training of to change." 
staff has, nonetheless. Call centre operators have 
become a big issue w ithin not generally been 
the industry. While some impressed by the quality of 
companies have labour public training provision in 
turnover rates as low as 4 the UK, and there is a gap 
per cent a year, in others It for private professional 


is above 30 per cent 
Some companies 


starting.,. to pay locations, such as 

attention to the environment Leeds and Teesside, are 


la which 
Freemans, 


work, creating a labour pool by 
home training job-seekers in 


shopping group, has not only telemarketing, keyboard 
designed the telephone area operation and personal 
at its Sheffield centre for communications. The 
comfort, but also provided competitive Irish Republic 
restaurant, gym and rest has led the way with a 
facilities. certificate in ‘international 

Training has become teleservices", a two-year 
important for another course with an overseas 
reason: satisfying customers, placement. 

Tbe Henley research showed Whatever the quality of 
that leading banking, retail, the jobs, almost every area 
travel and leisure companies of Britain is looking to call 
lost 18m customers in a year centres to provide new 
through poor telephone sales investment The conven- 


and support 


tional view is that the first 


feuwtti of flu UK call centre market 
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centres were set up near 
London in the 1970s and 
then spread outwards in 
search of lower costs, 
leading to a boom in 
well-inarketed cities such as 
Glasgow and Leeds. 

Recent research by Mitia], 
an economic development 
consultancy, suggests the 
dispersal may have been 
exaggerated: London and the 
south-east account jointly 
for 26 per cent of aH call 
centre jobs. This is explained 


by their size, well-established 
business infrastructure and 
the need to nriiisa existing 
buildings. 

The north-west, however, 
was tbe most successful 
single area, and when 
operators were asked which 
locations they would 
consider for a new centre, 
Scotland and north-east 
England came out well. 
Areas which did less well by 
either measure included the 
Midlands apd Wales. 


Companies are attracted 
by areas with a successful 
record, but can be put off if 
they fear a local market is 
becoming saturated. 
Gla^ow is becoming a test 
case for this. After 
considerable early success, it 
is now working hard to 
avoid skills shortages, and 
has launched a 'Talking 
Jobs' initiative to raise 
awareness of opportunities 
in call centres. 

Factors named by 


operators in choosing 
locations include the quality 
of the labour force, tbe local 
business network, financial 
incentives, availability of 
property, and telecom- 
munications expertise. 

They rarely mention 
accents in speech. A clear 
and confident telephone 
manner is Important, but 
most regional accents are 
acceptable as long as they 
are not impenetrable to 
outsiders. 

Competition is 

international. The UK faces 
a challenge from Ireland and 
the Netherlands for centres 
serving several European 
countries. Speaking English 
gives an advantage, but 
multi-lingual centres are 
growing, too: Italians calling 
Delta Airlines in Rome will 
be connected to on Italian 
speaker in north London. 

Falling international call 
rates will continue to boost 
tbe world market. According 
to the World Bank, the cost 
of a transatlantic voice call 
in 2000 will be 1 per cent of 
what it was In 1987, and by 
2010 will be a negligible 3 
cents an hour. Doctors in 
Washington DC dictate their 
memos to a typist in 
Bangalore, India; callers 
looking for a kitchenware 
catalogue in the UK may get 
connected to an operator in 
Ogden, Utah. 

The call centre 
phenomenon demonstrates 
vividly that changes in 
technology do not always 
produce the predicted effect. 
Better telecommunications, 
it was said, would release 
thousands of people to work 
from home - the 
telecottage. Instead, it has 
brought them to work in 
vast international 
communications factories. 


training bodies specialising 
are. in call centre needs. 
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Hundreds of companies from around the globe have benefited by expanding into Scotland. 
To find out more about the advantages Scotland can offer your company as a business 
location, simply contact Francis Rottenburg at Locate in Scotland. 


locate in Scotland 


17-19 Cockspur Street, London SW1Y 5BL, UK 

Telephone 0171 839 2117 Fax 0171 839 2975 email: frands.rottenburg@scotenLU.uic http^/1 is JMtenLco.uk 
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Universities 
vital to 
the regions 

Sir Geoffrey Holland, vice-chancellor of 
Exeter University, talks with Alan Pike 
about the role of higher education 


Higher education is 
invariably listed among the 
public, private and volun- 
tary sector interests whose 
input is deemed essential for 
successful economic develop- 
ment partnerships. 

When university represen- 
tatives arrive at partnership 
meetings, however, they can 
sometimes sense a lack of 
clarity - in their own minHs 
as well as among other part- 
ners - about precisely how 
they should be contributing 
to the process. 

Sir Geoffrey Holland, 
vice-chancellor of Exeter 
University and a leading 
force in economic develop- 
ment in the West Country, is 
in no doubt about the impor- 
tance of his sector’s role. “I 
think people are at different 
stages of waking up to the 
fact that higher education is 
possibly - I don’t want to 
exaggerate - a region’s most 
valuable resource in eco- 
nomic regeneration." 

There are, argues Sir 
Geoffrey, at least three justi- 
fications for the strong 
claim: a knowledge-based 
economy's crucial reliance 
on highly-qualified men and 
women; the equally great 
importance of u pdating the 
skills of these highly quali- 
fied people throughout work- 
ing life and offering a second 
educational chance to oth- 
ers; and higher education's 
capacity to provide back-up 
to industry through consul- 
tancy, laboratories and 
workshops. . 

"The resources available 
to business in universities 
are staggeringly important, 
and the fact that this is not 
always realised is as much 
higher education's responsi- 
bility as anyone else’s," he 
says. "It has been another 
world. Many small and medi- 
um-sized enterprises have 
□ever thought of coming to 
universities, and the older 
universities have not 
reached out - they have 
been behind a metaphorical 
fence." 

Exeter is, among the older 
universities, a leader in try- 
ing to dismantle the fence. 
Three years after establish- 




Wi 


ing a business forum with 
large employers in the sub- 
region, three-quarters of par- 
ticipant companies are 
already engaged on projects 
with university departments. 
Around 300 students and a 
growing number of academic 
staff are working on other 
projects in small businesses. 

Sir Geoffrey’s perspective 
on economic development 
draws on experience of hav- 
ing being exceptionally close 
to national education and 
labour market policy. Until 
becoming vice-chancellor at 
Exeter he was one of 
Britain's most senior civil 
servants - permanent secre- 
tary at the department of 
employment and then at the 
combined department for 
education and employment 
Earlier, as director of the for- 
mer Manpower Services 
Commission, he was closely 
involved in setting up both 
the original Youth Training 
Scheme and Tr aining and 
Enterprise Councils. 

Sir Geoffrey thinks the 
government's most recent 
policy initiative - English 
regional development agen- 
cies (RDAs) - has potential 
to deliver results, provided 
reservations that he holds 
about structure are over- 
come. 

Some regions, such as the 
seven-county south-west of 
which the West Country 
counties of Devon and Corn- 
wall form part, are geograph- 
ically large and have "never 
felt themselves to be one". 
RDAs must, he believes, 
work through sub-regional 
structures in such places. 

In addition, the RDAs need 
clear responsibilities and 
lines of accountability, and 
real discretion over budgets. 
“None of this is impossible, 
but it has to be achieved." 

An issue of immediate 
importance for the RDAs, 
says Sir Geoffrey, will be to 
set up effective delivery 
mechanisms to achieve their 
policy objectives. “We have 
got to take the word ‘part- 
nership’ and the various 
building blocks that are 
around - Tecs, local educa- 
tion authorities, the need for 














local accountability, the fur- 
ther and higher education 
funding councils' regional 
structures - and build a 
delivery mechanism which is 
not about arguments, but 
about making thing s hap- 
pen. We must accept that no 
one party has a monopoly of 
know-how, experience or 
resource and make regional 
and sub-regional mecha- 
nisms work." 

The former permanent sec- 
retary draws on his White- 
hall experience of education 
and training to envisage a 
novel component in the 
building process - combin- 
ing the functions of Tecs and 
local education authorities. 

Both bodies, he suggests, 
are pale shadows of what 
they might be. “Tecs have 
been nose-to-the-grindstone 
in terms of provision for 
unemployed people and 
basic skills. Local education 
authorities under the previ- 
ous government were seri- 
ously affected by local man- 
agement of schools, the 
Ofsted inspectorate and 
schools being able to opt out 
of local authority controL" 

While there were good 
Tecs, it could be argued that 
the impetus for creating 
them had run of steam. They 
could do far more to advance 


employment creation and 
assist small and medium 
sized businesses. Local edu- 
cation authorities, mean- 
while. were . "frustrated, 
browbeaten and facing bud- 
getary and function prob- 
lems''. And these difficulties 
had been "compounded by a 
local government reorganisa- 
tion that has left a hotch- 
potch pattern of unitary 
authorities and weakened 
comities”. 

It was, argues Sir Geoff- 
rey, important to retain and 
build on one of the Tecs’ suc- 
cessful achievements - 
enga g in g the active involve- 
ment of the private sector at 
chief executive leveL And 
local government and educa- 
tion authorities had an 
important contribution to 
make to economic develop- 
ment. 

"Some serious thought . 
needs to be given - and this 
might tie into a sub-regional 
delivery agent for RDAs - to 
bringing together the func- 
tions of Tecs and local edu- 
cation authorities in some 
kind of elected body." He 
believes future advances in 
regional chambers, which 
the government is setting up 
to support the RDAs, might 
facilitate moves. 

In spite of its attractive 
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VIEWPOINT • By Brian Groom 

Building up 
and knocking 


Donald Dewarf s patemallstic Image has 
been dented '^anting other things* the 
Sean Connery affair arid his choice of 
home for tlie Scottish parliament 


image, parts of the subre- 
gion in which Sir Geoffrey’s 
university Is located have 
among the lowest levels of 
GDP per head of population 
in the country. "People do 
not realise the problems of 
deprivation, disadvantage 
and unemployment in Corn- 
wall," he says. “If you are in 
that kind of position I under- 
stand that you will oling des- 
perately to what you have. 
Yet the future for large parts 
of the south-west involves 
moving to a new world 
where knowledge industries 
are the basis for the econ- 
omy." 

When the south-west RDA 
was established next year it 
would face no less a task 
than changing public percep- 
tions about the area’s eco- 
nomic future. “The age of 
mining has gone. A lot cf the 
age of fishing has gone. 
Tourism is worldwide com- 
petitive now with the public 
demanding world-class, pro- 
fessional standards. Agricul- 
ture will not revive as an 
employer in the south-west 

"The future Is in the 
knowledge industries. If the 
RDA succeeds in contribut- 
ing to an understanding of 
the need for change that this 
implies, it wifi be as valuable 
as any investment project" 


It is hard to pinpoint 
exactly when the Scottish 
media started referring to ■ 

. Donald Dewar as “father of 
the nation”. • -••?:. '. 

The words began . . . 
appearing a couple of 
months ago, usually within 
inverted as a 

preamble to admonishing 
Mm for fan mg in his 
parental duties. ... - 

This is veryScottiateto - 
award an accofade only V 
‘ when tt is time to take it 
away. SnchaMande&tike 
sobriquet, in any c&se, stts- 

jll an the Scottish 

Secretary’s sloping - . 
shoulders. v . '• 7 

- A "non-practising "• 
Presbyterian”, this most 
undemonstrative of 
politicians is not readily 
associated with nationalist 
fervour. Passion, he 

comments dis approvi ngly, - 
"suggests recklessness and 
being out of control". ■ ' 

Until recently, control 
appeared to be what Mr - - 
Dewar had in abundance. 

After a lifetime’s dogged 

pursuit of Scottish - 

devo l ution, he honoured 
fhe memory of his friend, 
the late John. Smith, by - *'.j 
dettvering a tfcree-to-one 
majority far a Scottish 
parliament last September 
following an exemplary 

■ rpft wml iiiu ranijai pi- , 

Six months bh, a surge " 
has put the pro- 
independence Scottish 
National party an a' par - 
with Labour in opinion. ' 
polls of voting i ntenti ons 1 
. for tiie new parliament. - *’ 

'. Questions are being ” 
asked about Mr Dewar’s . : 
leadership; Not that there V- 
is any prospect of film « . 
bong replaced - he: 
remains Labor’s main : . 
asset - but an array of spin 
doctors is being assembled 

to strengthen campaigning 
in the run-up to the first 
elections next May. . 

Mr Dewar's paternalistic 
image has been dented by, 
among other thing s, the 
Sean Connery affair. BBs 
decision to deny a . .. 
knighthood-in the pro-SNP 
actor appeared pettfly 
vindictive after the two had 
shared a platform on the .. 
eve of the referendum. - 
/ There has been public • ; 
atticism, too, of Mr 
Dewar’s choice to build a 
home for the- parliament on 
a former Edinburgh v 1. 
brewery at Hotyzood, ' 
rather than adapt the 
imposing eld Royal High 
School on Calton H3D, 
which has a chamber. 

• Mr Dewar has also been 
criticised far Iris party's' 

. uncertain handling of 
sleaze allegations in 

• Glasgow and Paisley. 

In Glasgow, having . 
threatened a tough line. 
Labour found sketchy • 
evidence of misdemeanours ( 
and is on the defensive 
after legal challenges. . 

None of these things, 
however, a pp ears to be the 
main cause behind the 


SNFs rise. Rather it lies in 
.the fundamental charge 

- ■ that Labour is not standing 
-V up far ScoQand's interests: 

a Mori poll found that 
Scots voters were - 
disen chan ted with Labour 
over core policies: National 
Health Service waiting 
lists, benefits for the 

.disabled, taxation and the 
budget, and education 

- spending. •••' 

: - vTfcus suggests a picture of 
d ive rg in g nations: in 

response to the same ' 

• . policies. Labour can.be 30 

points ahead of the Tories 
' in England, yet neck and 

" -Beckwith tiie SNPtn 
Scotland. Does it mean 
Scotland is heading far 
independence? ....... . 

Mnchcoold happen in the 
-. year until the elections. . . 

SNP surges have faded .. 

. before;. ' \ ' 

. - One -things though, is - 
. dean4hose Labour - 
politicians who portrayed 
■ devolution as a way to kill 
-" off demands far • 

[' : independence -must think 
:. '.-again. 

The evidence is Scots . 
want their own parliament 
in order to strengthen ' 
Scotland, not stren g the n 
the Unhax-Many are 
relaxed^ abttrtwhether tt 
leads to independence. 

. Hie JSNP nonetheless V . 
jfaces^Txphfflstrnggie- Of 

the l29 members plann ed 

... for thepertiammiL-73 
wooM be elected b$- : v< 

; jfirsbpast-thepostandfiS : 
from party IistR^WhUethe 
latter would assist the SNP, 

- . its vote is too even^y spread 

- - rather than concentrated 
in wlnnableseats - to do ■ 
well under the former. A/ 
majority of votes does not 

■ ' necessarily translate into a 
majority of seats. 

A Labour-Liberal 
Democrat alliance remains 
the most likely outcome to 

• control the parliament A ' 
recent poll by System . 
Three, which gave Labour . 
and the SNP 40 per cent of 
votes each, would have 
givest Labour and the JJb 
Dems a joint majority of 

• nine seats. 

If the SNFs surge grows, 
however, it could emerge as' 
; tiie largest party, -or at " 
least the party with the 
most votes- Tben ft would 
seek alliance with the 
Liberal Democrats. They • 
are likaety to refuse if the 
price is a re fe re nd um on 
independence, but a strong 

SNP showing would 
increase tbe moral pressure 
.-'for snchn referendum. 
.Labour's Instinctive 
reaction to the SNFs rise 

was its traditional one - to 

denounce them as snake-oU 
•salesmen. -There Is no 
-rivalry in British politics 
deeper than that between 
Labour and tiie SNP, both 
r -of whom hold pretensions 
to represent tiie country’s 
teuL 



the referendum campaign, 
along with the Lfl> Dems, . 


but It was a temporary 

alliance. Since then. Labour 
hoc distanced itself. As 
Labour’s attacks mounted, 
however, the S NFs rise 
continued. The strategy 
was not working, as 
Labour’s strategists hare . 
belatedly come to 
realise. 

One reason is that the 

enmity between the parties 
is not necessarily shared 
by the people. Some 
voters more relatively 
easily between the parties . 
and nationalist opinion 
exists in a eotitimmm, not 
in an abrupt division 

between supporters at 

independence and 
devolution. 

There are Labour voters 
who favour independence, 
jnst as there are SNP vote** 
who su{g>ort devolution. 

For these people the 
co-operation during the . 
referendum was popular, * 
and Labour's subsequent 
behaviour self-serving. 

That in turn goes some 
way to explaining why the . 
spectre of independence Is .• 
unlikely to frighten many . 
Soots, 47 per cent of whom 
supported independence in 
Mori's poll. Few doubt | 
Scotland could survive 
alone, if it wished. The - 
evidence from countries - 
such as Spain and Germany ' 

is that regional parliaments 
do not lead to separation, 
bat it could happen. The 
same poll found that 63 per 
cent thought Scotland 
would be independent In US 
years. • 

There are some - - • - 

illogicalities. If Labour’s 
failure to increase public 
spending lies behind 
Scotland’s disenchantment, 
then independence would 
hardly be the way to 
correct it. because in its 
early years a separate 
Scotland would probably 
have less revenue to spend 
rather than more. 

But those Scottish 
leaders who believe that 
what unites the nations is 
greater than what divides 
them are going to have to 
inspire their countrymen 
with the successes 
devolution can bring, 
rather than frighten them 
with the consequences of 
failure. 

For Mr Dewar, that will 
mean campaigning in 
public rather than poring . . 
over policy detail in 
private. 

The Scottish Secretary 
has many virtues, not least 
his susptetan of spin 
doctoring, but his new 
advisers can add something 
to the presentation of 
policy If they avoid the „• 
excesses of Millbank’s 
Mack arts. 

Mr Dewar has a ■; 

start by presenting a “new. 
agenda". R is not all that 
new. and tt lacka detail, hut 
at least it concentrates oat; 
care concerns: education, 
unemployment, childcare - 
and health. Fresh thinking .. 
on these issues, allied with ' 

sensitivity to their Scottish 
dimensions, may yet allow ■ 
him to look forward to 
parenthood. 

terian.groamtisft.cam - 
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OVERVIEW 


Public and private sectors are pulling together 


The county sees rtseff as the UK's 
gateway to Europe, but although it is no 
longer a rural backwater there is still 
some way to go, says Brian Groom 


You hear a similar message 
all over Kent. “The county is 
on a wave." says Robert 
Ashmead, chief executive of 
Locate in Kent, the inward 
investment agency. "Its time 
has come as a choice 
location wi thin the UK." 

If determination t rans lates 
into results. Kent has an 
attractive economic future. 
Public and private sectors 
are pulling together in 
unprecedented fashion to 
exploit the opportunities 
created by the Channel 
Tunnel and other 
investments in roads and 
ports. The county, no longer 
a rural backwater, sees itself 
as the UK’s European 
gateway. 

The county has some way 
to go. According to Kent 
Prospects, the strategy 
document that defined its 
ambitions 18 months ago. it 
has tbe second-lowest gross 
domestic product per head of 
the eight south-east 
counties. 

It has a relatively high 
concentration of jobs in 
declining manufacturing 
sectors and a smaller 
percentage in growing 
service sectors than the rest 
of the south-east. 

Prosperity is poorly 
distributed. Royal Tunbridge 
Wells, in tbe west, had only 
2.2 per cent registered 
unemployed in February, 
compared with 9.7 per cent 
in Thanet in tbe east Kent’s 
4.9 per cent jobless rate. 


though falling , was above 
the south-east average of &2 
per cent 

Kent Prospects set tough 
targets: to raise GDP growth 
to an annual 33 per cent in 
the years running up to 2006, 
50 per cent above the 
baseline forecast; to Increase 
manufacturing output from 
173 per cent to 2L3 per emit 
of GDP; and to raise' total 
employment by 55.000 to 
673,600. 

Last year Kent achieved 
3.1 per cent GDP growth - 
its fastest this decade, but 
slightly below the rest of the 
south-east and the UK as a 
whole. 

Manufacturing exports 
were held back by sterling's 
rise and leas rapid recovery 
than expected in European 
markets. GDP growth is 
forecast to slow to 23 per 
cent by the end of this 
year. 

Officials say they are still 
putting In place the building 
blocks for future advance, 
and that an average 
performance will simply not 
be good enough. 

"We have got to get Kent 
moving beyond that or it 
will not break through.” 
says Mike Evans, the 
county's economic 
development officer. 

The creation of Locate in 
Kent just over a year ago is 
one of those building blocks. 
Backed by Kent County 
Council. Kent Tr aining and 
Enterprise Council and Kent 



The Btuswater shopping and retaS centre {seen in this model) is expected to draw customers from a wide area when it opens earty next year. Inset how work is progressing 


Developers Group, repre 
senting leading property 
developers, it claims to 
have created 2,118 jobs 
in its first year, beating 
its original target of 
1.500. 

Another is the planned 


rationalisation of six 
business support bodies - 
Kent Tec, Business Link 
Kent, Kent Chamber of 
Commerce. Kent Technology 
Transfer Centre, Kent 
Education Business 
Partnership. Kent Enterprise 


INWARD INVESTMENT 


Making up for lost time 


Money from US companies form the 
bedrock of an economy based on small 
businesses, writes Brian Groom 


[ent has not always been 
ggressive in selling itself to 
otentlal investors; now it is 
rying to make up for lost 
me. The creation, just over 
year ago, of Locate in Kent 
as brought some coherence 
3 a hitherto fragmented 
lward investment effort. 

In its first year, the inward 
ivestment agency says it 
as created 2,118 jobs, 
ompared with an original 
irget of 1300. Its aim for 
998-1999 Is 2.500. Call 
entres. financial services 
ad automotive components 
re the most promising 
jetors. 

Kent receives 60 per cent 
f Its overseas investment 
-om the US, a large part 
■om western Europe, and 
ttle from eastern Asia - 
laving it less exposed than 
ame parts of Britain to the 
roblems of South Korea's 
hoebol. Its economy is 
verwhelmingly based on 
mall businesses: those 
mploying fewer than 25 
eople account for 93 per 
>nt of its 40.000 companies. 
Relocations from London 
re another source of 
(vestment “We are close to 
ie capital, and within the 
mth-east we have the most 
aace, the most benign 
ianning regime and a 
rilled workforce. Then 
lere is Kent's position 
jtween London, Paris and 


Brussels.” says Robert 
Ashmead. the agency's chief 
executive. 

The county has a range of 
business parks, including 
Kings Hill near Maidstone 
(647 acres). Chatham Mari- 
time (350 acres). Crossways 
near Dartford (315 acres) and 
Orbital and Waterbrook near 
Ashford (300 acres). For all 
this space there has been a 
shortage of speculative 
development That is chang- 
ing - 5,000 sq m are planned 
in 1999-1999 - but it still gets 
snapped up quickly. A short- 
age of large units, particu- 
larly in the distribution mar- 
ket, is likely to continue. 

Kent Prospects, the coun- 
ty's strategy document 
drawn up 18 months ago. 
Identified 12 key sectors: 
business services (13.6 per 
cent of GDP), transport and 
distribution (13.1), construc- 
tion (8.9), retail (8.2), health 
and social care (7.1), paper 
and printing (4.1), high-tech- 
nology engineering (3.1), 
land-based industries (2.8), 
chemicals and pharmaceuti- 
cals (1.9), tourism (L7). com- 
munications (1.4) and food 
processing (1.1). 

Kent received a boost last 
December when Pfizer, the 
US pharmaceuticals com- 
pany and the county’s larg- 
est industrial employer, 
announced plans for a £109m 
research facility at its Sand- 


wich site, creating 1,000 jobs. 

Ken Moran, the company’s 
UK chairmen and managing 
director, concedes that 
Pfizer's south-east Kent loca- 
tion Is “serendipity" - it 
moved there from London in 
the early 1950s - and that its 
expansion will impose 
strains on the local infra- 
structure. Most of tbe 650 
new research and support 
staff will be recruited from 
other parts of the UK and 
continental Europe, and they 
will all be looking for 
houses. 

Kent now has more than 
60 pharmaceutical and bio- 
medical companies together 
employing 10,000 people, 
including four of the world's 
top 10. Apart from Pfizer. 
Glaxo Wellcome has a pro- 
duction site at Dartford, 
Abbot Labs has its European 
clinical trials centre at 
Queensborough. and Rhone- 
Poulenc Rorer has its UK 
HQ at West Mailing. 

Inward investment will 
account for only 15 to 20 per 
cent or the new Jobs Kent is 
looking for, so it is impor- 
tant that existing companies 
grow as wefi. That, in turn, 
haa an international dimen- 
sion. “We can only grow 
them . if they get into new 
markets. We are seeing our 
domestic market share 
attacked by foreign compa- 
nies so our companies have 
got to go after international 
market share ” says Malcolm 
Allan, chief executive of 
Kent Training and Enter- 
prise Cornual (Kent Tec). 

Kent Tec is among six 


county-wide business sup- 
port bodies which are set to 
be amalgamated into a sin- 
gle point of contact, known 
formally as the Kent Cham- 
ber of Commerce. Technol- 
ogy. Training and Enter- 
prise, and informally as the 
New Kent Chamber. 

“If we cant compete with 
places that attract big gov- 
ernment grants, what we 
will compete on is a sophisti- 
cated and effective back-up 
system fra* people who want 
to trade from Kent," Mr 
Allan says. 

That involves links with 
other parts of the world with 
similar economies- A website 
has been developed with 
Penn State University in 
Pennsylvania, and a deal 
had been agreed with the 
Greater Seattle Trade Alli- 
ance whereby companies in 
Seattle and Kent hold video- 
conferences about doing 
business together. 

Locate in Kent the county 
council, the Tec and Kent 
Economic Forum, represent- 
ing business groups, are hir- 
ing consultants to find a new 
image that will help sell the 
county abroad. The “Garden 
of England", while belpftil 
for tourism, is no longer 
thought to reflect the image 
the county wants to project 
of technology and enterprise. 

The rustic label is a hard 
one to bury, however, and a 
sensitive issue given the 
environmental concerns 
which accompany develop- 
ment The new image, there- 
fore. will be portrayed as 
complementary to the old. 


Agencies - into a single 
point of contact, the New 
Kent Chamber. 

A third building block 
is a “concordat” on 
spheres of influence 
between the Tec and the 
county council. 

The county they are trying 
to market is a complex 
one. In the post-industrial 
north, Kent Thames-side, the 
area between Dartford and 
Gravesend, is the UK's 
largest regeneration project 

Built around Bluewater, 
the out-of-town shopping 
centre due to open next 
March, and the international 
railway station planned for 
Ebbsfleet, the development 
could create 50,000 jobs and 
30,000 homes over the next 
20 years. 

“What we are really 
producing is a mini-city," 
says John McQready, chief 
executive of Whiteclifl, the 
joint venture between the 
UK’s Blue Circle and 
Australia’s Lend Lease that 
is- the main developer of the 
area, using former cement 
works and chalk quarries. 
He adds, with a touch of 
anti-climax: “It will be the 
Reading of the east.” 

Kent politicians have been 
in the forefront of those 
pushing for tbe Channel 
Tunnel rail link to be built 
in full, to the original 


timetable, by 2003. 

A large part of tbe 
redevelopment will happen 
anyway - Bluewater is 
already 90 per cent let. tbe 
nearby Crossways business 
park is filling rapidly, and 
tbe demand for bousing is 
evident. The opportunity 
that wfl] go begging if, as 
seems likely, there is a 
delay, is to create a business 
district around Ebbsfleet 
station to attract 
high-technology companies 
that might otherwise locate 
in the Thames Valley. 

Western Kent, around 
Tunbridge Wells and 
Sevenoaks, is the affluent 
part, with a strong 
professional services sector 
and heavy commuting to 
London. 

According to Kent county 
council and Gluttons Daniel 
Smith, the property group, 
demand for office and 
distribution space in west 
Kent is outstripping current 
and future supply by 4 to I, 
creating an acute 
accommodation shortage. 

It is different in eastern 
Kent and in coastal areas 
affected by the departure of 
holidaymakers for foreign 
dimes, many of which have 
assisted area status for 
investment grants. 

Thanet has full 

development area status, as 


well as Objective 2 status for 
European Union aid. and is 
working to improve its 
infrastructure through 
projects such as upgrading 
the Thanet Way between 
Ramsgate and the M2 to dual 
carriageway. 

Efforts are also being 
made to revive the former 
east Kent coalfield, where 
the last pit - Betteshanger - 
closed in 1989. A £l.lm 
investment has created the 
Aylesham Centre, delivering 
training, community 
facilities, creche and small 
workshops, though Mr 
Evans admits that jobs are 
coming “not speedily". 

Kent has not wholly been 
the “Garden of England" for 
many years. Agriculture 
accounts for only 2.5 per 
cent of tbe labour force, and 
it is one of the few counties 
which expects easily to 
exceed deputy prime 
minister John Prescott's 
target of building 60 per cent 
of new homes on brownfield 
land. 

It has many attractive 
areas, however, and the 
environment will be a 
crucial issue in the coming 
years. “The benefits of 
being the gateway to Europe 
are enormous but we must 
defend our environment," 
says Sandy Bruce- Lockhart, 
leader of Kent county 


council. 

Once seen as a buffer 
against invasion, Kent Is 
now more integrated into 
Europe than any other 
county. It forms part of tbe 
Transmanche region with 
France's Nord-Pas-de-Calais 
and Belgium's Brussels. 
Flanders and Wal Ionia, 
co-operating on investment, 
tourism and rural 
development, bringing 
£200m to Kent over the 
last seven years for projects 
under the EU's Interreg 
(inter-regional) programme. 

Now it is asked by the 
British government to look 
in another direction: to 
south-east England. The 
recent creation of South-East 
Regional Investment is 
welcomed as a source of 
inward investment inquiries, 
but there is greater 
uncertainty, about how the 
planned regional 
development agency will 
affect Kent, and it is hard to 
see tbe county voting for a 
future south-east regional 
assembly. 

Roger Vickerman. 
professor of transport and 
regional economics at the 
University of Kent, points 
out. however, that Kent 
economy is still moving in 
line with UK trends. It has 
not decoupled and joined the 
continental mainlan d yet. 


C’ett Ashford 
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Get your teeth into 
the European market. 

With the world's most lucrative marketplace just half an hour away 
and yet positioned right on London's doorstep. Kent is the ideal 
location for companies dealing with Europe. 

Hundreds of companies, including Pfizer, Unilever, Kimberly-Clark 
and Colonial, have already realised the commercial benefits 
of locating in Kent, Have you? 


Locate in Kent. 26 Kings Hill Avenue. Kings Hiil. 
West Mailing, Kent ME 1 9 4AE 
Td: 01732 8442+1 Fax: 01732 8481 1 1 
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THE ENVIRONMENT 


Developments need 
creative thinking 


Housing is the hottest issue while the 
county strives to maintain its image as the 
Garden of England. Brian Groom reports 


Robin Thompson, Kent's 
strategic planning director, 
looks out of his office win- 
dow in Maidstone across a 
car park and a rundown rail- 
way station. He muses about 
the possibilities of building 
high-quality housing over 
the car park, next to an 
advanced light rail system. 

Kent will need creative 

thinking if it Is to maintain 
the quality of its environ- 
ment Its desire to be part of 
a European banana-shaped 
development region stretch- 
ing to Turin, in Italy, could 
- If mishandled — damage a 
county that still thinks of 
itself as the Garden of 
England. 

Apart from a planning 
blight along the route of the 
Channel Tunnel rail link, 
housing is the hottest issue, 
as it is throughout south- 
east England. According to 
the government’s household 
projections, Kent will 
require 141,000 homes 
between 1991 and 2016, a 23.3 
per cent increase. 

The government's depart- 
ment of environment, trans- 
port and the regions predicts 
that 6.000ba of rural land 
will be developed in Kent 
over the same period if 
trends continue. That’s 
three times the size of Can- 
terbury." says Dan Clay, 
senior planning officer for 
the Council far the Protec- 
tion of Rural England 
iCPRE) in Kent, which pub- 
lishes maps showing how far 
the areas of rural tranquil- 
lity have shrunk since the 
1960s. 

Mr Thompson says Kent's 


developed areas have grown 
slowly, from 11.8 per cent of 
the total in 1961 to 14JS per 
cent in 1990, bat Kent county 
council is sensitive to the 
issue. Along with Serplan, 
the planning conference for 
south-east England, it ques- 
tions the government’s fore- 
casts. It does not believe sin- 
gle-person households will 
be created as quickly as has 
been predicted without pub- 
lic subsidy. 

Serplan proposes lower fig- 
ures, but its options would 
still leave Kent requiring up 
to 130.200 homes by 2016, 

compared with 116,000 In its 
present structure plan, 
which runs until 2011- 

Kent is more fortunate 
than some counties in that it 
has enough former Indus- 
trial land, particularly in the 
north and east, to build a 
higher proportion on brown- 
field sites than the 60 per 
cent which John Prescott, 
the deputy prime minister, 
announced in February as 
his new target 

Of the homes already 
planned, 31,000 are sched- 
uled for Dartford, Graves- 
ham and the Medway towns. 
Looking further ahead, the 
massive regeneration project 
around Ebbsfleet and Blue- 
water could create 30,000 
homes on areas of former 
cement works and «haik 
quarries, meeting nearly a 
quarter of the county's need. 
Other growth points in the 
structure plan Include Ash- 
ford (13,900), Swale (13,200), 
Maidstone (10.600) and Can- 
terbury (10,300). 

CPRE would like Mr Pres- 


New homes for the south-east 1991-2016 


Kent’s existing plans 1991-2011 
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cott’s target raised from 60 
pa- cent to 75 per cent It 
also wants development 
planned in shorter five-year 
periods, with maximum 
numbers of homes rather 

■ than mi nimum*; released in 

phases according to need 
rather than designated years 
in advance. Mr Clay worries 
about whether water sup- 
plies will be sufficient for 
the homes, without damag- 
ing rivers further. 

The key to Kent's future 
lies in its towns. It has 17 or 
16 of between 40,000 and 
100,000 inhabitants and Mr 
Thompson believes these 
can be strengthened by 
creating more housing in 
them through "sensitive 
infilling'’. 

The planners’ preference Is 
to do it that way, rather 
than spread hnnctng around 
the countryside - not just to 
avoid despoiling the land- 
scape. It is easier to provide 
integrated transport if 
people are in towns. 

Light rail systems are 
planned, when passenger 
forecasts and finance per- 
mits, between Dart fo rd and 
Gravesend and between the 
Medway towns and Maid- 
stone. 

Lyminge Forest near Fol- 
kestone, where Rank has 
planning permission for a 
ElOOm Oasis holiday village, 
is a big target for protesters 
even thnng h fht> company's 
proposals include planting 
hundreds of thousands of 
indigenous trees and shrubs 
to replace a commercial 
conifer plantation. 

Economic development, 
sensitively handled, could 
improve Kent’s environment 
by bringing prosperity to its 
rundown areas. Its rural fab- 
ric, however, remains vul- 
nerable. 
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RETAILING 


‘Dinosaur’ can expect 30m visitors 


Like it or hate it, the Bloewater complex 
will have a strong impact on the area’s 
economy. Brian Groom reports 


Bluewater shopping and 
leisure centre, under con- 
struction near Dartford^ 
close to the interchange 
between the M25 and the A2. 
will be the the UK's largest 
when it opens next March. 
Measuring 1.6m sq ft, it is 
expected to attract 30m visi- 
tors a year and generate up 
to £700m turnover. 

Already it is 90 per cent 
let. Normally such a centre 
would expect to build up to 
its potential within three 
years, but David Hatton, 
development director, says; 
“We will be looking for 
those sort of figures in year 
one." 

The centre has its critics, 
who believe it will create 
traffic problems and take 
business away from town 
centres. It’s a dinosaur. It 
wouldn't get permission 
now." says Dan Clay, senior 
planning officer for the 


Council for the Protection of 
Rural England (CPRE) in 
Kart.--’ 

Bluewater was granted 
planning permission in 1990 
and is the latest in a contro- 
versial series of out-of-town 
centres. These centres 
include the north-east's 
Metro Centre, ttu» Midlands’ 
Merry HOI, Sheffield’s Mea- 
dowhall, Essex's Lakeside, 
Manchester's Traffbrd Cen- 
tre, and the recently-opened 
Crfbbs Causeway near Bris- 
tol. 

If pppositLcai is muted now 
it is partly because Lend 
Lease, the Australian devel- 
oper. was chosen by Blue 
Circle, the original site 
owner, not only because of 
its financial strength but 
because of its expertise in 
working with local commu- 
nities. 

Parties of local retailers, 
councillors, mothers and 


other community groups 
have all been welcomed to 
the site, on a former chalk 
quarry. Lend Lease has 
planted lm indigenous trees 
and shrubs and designed its 
ventilation shafts to look 
like Kentish oast house 
roofs. - 

Lend Lease argues that 
Bluewater brings a new type 
of retailing to Kent, where 
residents have to travel as 
far as Kingston-on-Thames, 
London’s West End or even 
Brent Cross in north London 
far big-item shopping. Blue- 
water expects to draw cus- 
tom from people living any- 
thing up to 60 minutes’ drive 
time away. 

Bluewater will be a trian- 
gular mail featuring three 
big department stores - 
John Lewis, Marks & Spen- 
cer and House of Fraser - 
one at each corner. There 
will be 300 shops on two lev- 
els, mostly clothing and 
“lifestyle” retailers, and 
three “leisure villages" 
incorporating restaurants, 
cafes, a fitness centre an d 
multipl ex ringma. 


The large leisure element 
Is one result of market 
research. Lend Lease con- 
ducted studies into lifestyles, 
minded people's children 
while they took part in focus 
groups, and put video cam- 
eras In areas where people 
shopped to' ‘study T then- 
behaviour. 

The big question is the 
impact it will have not only 
on nearby Dartford and Gra- 
vesend, but potentially as far 
away as Maidstone. To some 
extent these towns, which 
have been working on the 
appearance of their own cen- 
tres, will be protected by the 
lack of food supermarkets 
and do-it-yourself stores at 
Bluewater. 

Kent's property market 
report, produced by the 
county council and Cluttons 
Daniel Smith, says that so 
far the market shows no sign 
of reflecting the nervousness 
about Bluewater’s effect It 
predicts that Bluewater win 
draw an additional £230m of 
spending capacity which oth- 
erwise would not have come 
to Kent 


It comes against the back- 
ground of a strong retail 
market, with performance 
driven by Tunbridge Wells, 
Canterbury. Ashford and the 
Medway towns. New retail 
schemes are planned for Sev- 
enoaks, Maidstone, Canter- 
bury and Folkestone. 

The big issue in south 
Kent is the European 
Union’s planned abolition of 
duty- and tax-free shopping 
next June, with implications 
for Dover, Folkestone, Rams- 
gate and beyond. A study by 
Public & Corporate Eco- 
nomic Consultants argues 
that about 9.000 jobs in Kent 
could disappear. 

Up to l&5m cross-ch annel 
passengers, otherwise expec- 
ted in 1999. could be lost 
because of increased ticket 
prices, with 2J70 jobs lost 
among operators, port 
authorities and customs and 
imm i g ration, the study says. 

Reduced tourist spending 
could lead to the loss of 5390 
jobs, with 831 going indi- 
rectly from local businesses 
and 155 from decreased 
orders to suppliers. 



The name Dover is known throughout the world, but many 
business leaders may not yet know that it is establishing itself as a 
quality business location with real benefits. 

The area's strategic location is obvious, but consider the real benefits 
of operating from a flagship site in Dover; communications, low 
cost, grants, people, European market access, terrific lifestyle benefits 
and a civic determination to welcome and assist. 

If you need something good for your business and are interested in 
what is surely the most accessible industrial location in 
BriLain then telephone Ken Welsh. Economic Development, 
Dover District Council on 01304 872052. 
Email-econdev@doveruk.com 
Web Site - http://www.doveruk.corn •?.? n 'JZJKS2Z2L 



SHAKERS AND MOVERS 




Malcolm Allan 

Malcolm Allan is a driving 
force behind the new-found 
unity of Kent’s business 
support bodies. Currently 
chief executive of Kent 
Training and Enterprise 
Council, he Is designated to 
play the same role in the 
proposed broader body, the 
cumbersomely-titJ ed Kent 
Chamber of Commerce, 
Technology, Training and 
Enterprise, which will 
amalgamate six organ- 

Sandy Bruce- 
Lockhart 

The Conservative leader of 

Kent county «”mrn had an 
interesting election night 
last May. 

While the Tories, who had 
occupied all of Kent's 17 
pa rl iamen t ary seats, lost 
half of them to Labour, they 
regained control of the 

David Wilson 

There are few parts of Kent’s 
economic development pie in 
which David Wilson does not 
have a finger. 

As managing director of 
the Ashford-hased Euro- 
tunnel Developments, the 
tunnel-builder’s development 
and Investment subsidiary, 
he manages six sites along 
the M2Q corridor between 
Ashford and Folkestone, 
comprising land for produc- 
tion, warehousing, business 
parks, hotels, residential and 


lsattons. including the Tec. 

Having worked in 
economic development jobs 
In North America, tcn giarwi 
and Scotland, it was in 
Northern Ireland that he 
learned the value of an 
integrated effort rather than 
having a series of competing 
bodies. “Although there was 
lots more money available in 
North ern Ireland, the lesson 
I drew from it was 
integration of the entire 
effort towards a coherent set 

of goals " he says. 


council ~ with a majority of 
one t from a Labour-Liberal 
coalition. 

Not that he has had time 
to ponder it. Since then he 
has implemented a painful 
round of council cuts and 
redundancies, to cope partly 
with a deficit and partly 
with the departure of the 
Medway towns into their 
own unitary authority tide 
month. 


leisure accommodation. 

He is a board member of 
Locate in Kent, a direc to r of 
Kant Tec, and a member of 
the sottth-east regional coun- 
cil Of the Confede ration of 
British Industry - he even 
holds a non-executive direc- 
torship of Folkestone Race- 
course, in which his com- 
pany is a shareholder. He 
chairs Kent Developers* 
Group, an association of 
leading developers which 
part-funds Locate In Kent. 
The. developers do not see 
themselves as in competi- 


Not only does Kent now 
have common goals and a 
more integrated set of 
agencies, the Tec has run a 
"partners’ ririlie 

pro gwnwrwp ^ PTNi Jiftn g Hw l 1 

private developers, local 
fihiwrf ^iflTpnih and 
government nfflep nfflrfaia 
can talk a common economic 
development language. The 
business is no longs- just 
about the avafiaWHty of 
industrial space, but about 
maTMgpmPnt skills. 

Kent has set itself tough 


Mr Bmcc-Lockhart is no 
ideological warrior. He 
takes a pragmatic view of a 
single European cmrency, 
seeing It as minor compared 
with the issue of exploiting 

Britain's relationship with 
continental Europe - crucial 
for Kent, which works 
alongside c o u nt erpa r ts In 
NaritPas-de-Cal ais and three 
Belgian regions in the 
Trammancfae Euro-region.. 


tion, but as meeting differ- 
ent needs. 

Eurotunnel Developments, 
which began operating fully 
in 1991, has sites tociurHng 
Orbital Park near Ashford - 
where 85 per cent of the 
infrastructure is in place - 
Waterbrook, also in Ashford, 
Folkestone Racecourse and 
Cheriton Parc m Folkestone, 
and Farthingloe in Dover. 
He believes Kent’s future is 
bright if It can exploit Euro- 
pean markets. “People say 
■property Is location, loca- 
tion, location, but it’s corn- 


targets. “Wherever I have 
worked In places that 
weren't ambrtloas they 
substantially a chie ved 
mediocrity," he says. 1 
would like to see Kent 
become the kind of economy 
that New En glan d became 
when It rest ru c ture d itself." 

He sets store by Michael 
Porter’s research in the 
mid-1990s, which identified 
successful investment 
locations as those which 
offered help with supply 

chains and training. 

He has bees working with 
Labour authorities in the 
Fast Links to Europe 
Alliance, 1 campaigning for 

the Channel Tunnel rail link 
to be built quickly and in 
fttiL And he believes that 
local government’s time has 
come. “After a century 
dominated by war, cold war, 
threat of recessaon, 
unemployment, union 
problems and inflation. 


mnnicatkma - accessibility. 

People have got to be able to 

get thare." be says. 

He is wooing a group of 
Taiwanese computer periph- 
erals companies, a test of the 
county’s coherent approach 
to development. 

A variety of people will 
advise the investors on 
schools, housing, training, 
and simple matters such 
as organising a reception. 
He has even hired a feng 
shoi expert to check the 
buildings are arranged the 
right way. 



people are tnrntog to 
quality of life issues such as 
education and social 
services. We have a role to 

play in creating a sense of 

belonging," He says.” 

A Scot from Perthshire, he 
formed in Africa for three 
years and has grown fruit in 
Kart far the past 30. Now, 
he says, he attends to his 
farm between 10am and 
noon on Fridays. 
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TOURISM 


Attractions 

abound for 
the visitors 

An increase in cross-channel traffic is 
(jiving a welcome boost to employment 
prospects, writes Brian Groom 




Leeds Castle, near Maidstone: 
a beautiful setting on a lake 

Photo: Universal PtsoriaJ Press 


Kent is the most popular 
destination for overseas visi- 
tors to England, amnng coun- 
ties outside London. It has a 
larger number of historic 
houses, castles and 
than any other shire. Offer- 
ing employment to 23,700 
people, tourism and leisure 
is among the sectors tar- 
geted for further growth in 
the county's economic devel- 
opment strategy, and is 
expected to generate another 
4,000 jobs by 2006. 

The opening of the Chan- 
nel Tunnel in 1994 and the 
continued rise of Dover as 
Britain's busiest roll -on. roll- 
off port has helped raise 
Kent's profile, and the vol- 
ume of visitors crossing the 
channel in both directions. 
While UK visitors spent 
£329m in Kent in 1996. a 17 
per cent increase «rirtw» 1990, 
spending by overseas tour- 
ists rose 60 per cent over the 
same period to fZKm 

Puffing In the tourists 
Tap 10 visitor attractions* 


Cartartwry CMhedol 

1S1&MD 

Leeds tenth 

584,070 

Dreamland MHb Knutos ' ' 
Thame talc ■ 

400.000 

Dover CaaHa 

319,675 

Kner CbeUb 

320.000 

Aftestom Priory 

jaoapoo 

MW Prtocas Porafoolas 
(Damn but trips) 

2SDJBDD 

Bewl Water 

200,000 

awnghent cwde a Gates 

wweir 

Howlnta 

mm 


Nksantl>BHckUB7«totoMiim , i 


That figure was slightly 
down on the previous year, 
however, an indication of 
one of the problem areas - 
the strength of the pound. 
Sterling's strength may also 
have been behind a slight 
dip, from 4.46m to 4^8m, in 
the numbers visiting Kent's 
top 10 tourist attractions last 
year. Another factor could 
have been the introduction 
of charges at Canterbury 
Cathedral during 1996. 

The cathedral continued to 
top the league of Kant’s 
attractions by a wide mar- 
gin, with more than L(kn vis- 
itors. Leeds Castle, near 
Maidstone, came second 
with 584.670, followed by 
Margate's Dreamland White 
Knuckle theme park with 
400,000. 

Like other parts of the 
Kent economy, some areas 
are more prosperous than 
others. Much of the growth 
has come in inland rural 
areas and historic towns, 
such as Royal Tunbridge 
Wells. Traditional seaside 
resorts, such as Margate, 
Folkestone and Heme Bay, 
have had to fight for busi- 
ness in much the same way 
as their counterparts around 
the country. The coastal 
resorts are continuing to 
invest in access, infrastruc- 
ture and faftilities - 

“One of the significant 
challenges is to make mare 
of the transit visitor mar- 
ket," says Dave Hughes, 
tourism manager at Kent 
county council. There are 
20m trips a year through 



Kent 4m of than by people 
en route to holidays else- 
where. Persuading them to 
make stopovers could be 
beneficial. 

The council has worked 
hard' with cross-channel 
operators such as Le Shuttle, 
the car transport service 
through the tunnel, to build 
packages and short breaks 
far holidaymakers from Bel- 
gium. France and the 


Netherlands. Other initia- 
tives include a map of ways 
to get off the M20 and the 
M2, and plans are under con- 
sideration for a new visitor 
attraction which would draw 
new arrivals into the county 
instead of Just passing 
through. 

Tourism has been one of 
the main areas of co-opera- 
tion between local authori- 
ties on the two sides of the 


channel, working for 
instance on a project to 
attract French and English 
speaking visitors from Can- 
ada. 

A range of public and pri- 
vate sector agencies has 
come together to launch a 
tourism investment in Kent 
campaign that is intended to 
raise awareness of develop- 
ment opportunities, increase 
investment and improve visi- 


tor facilities. 

Investment in hotels grew 
to a record £18.9m last year. 
The biggest proposed devel- 
opment Is Rank's £100m 
Oasis Holiday Village at 
Lyminge, near Folkestone, 
which would create 750 
lodges and 90 apartments cm 
436 acres of forest, but which 
has been subject to environ- 
mental protests. 

Kent's resource of heritage 


sites is diverse: it has more 
listed buildings than any 
other English county, and 
Sandwich has a higher den- 
sity of listed buildings than 
any other English town. 

In spite of heavy develop- 
ment in some parts, such as 
the north, Kent still has a 
variety of landscapes, habi- 
tats. wildlife and rural areas. 
Two designated areas of out- 
standing natural beauty 


cover a third of the county, 
the North Downs and high 
Weald. Garden tours to 
places like Sissinghurst. 
Groorabridge and Scotney 
Castle are popular. 

Overall, with more than 
200 attractions including 
working farms and steam 
railways as well as castles 
and stately homes, the 
county has much to pro- 
mote. 


TRANSPORT 


Tunnel provides both 
hope and uncertainty 


The Chunnel fink would provide significant 
benefit through the development of 
Ebbsfleet station, writes Brian Groom 


Most places would look with 
envy an a county that had 
£26bn spent on its transport 
infrastructure in recent 
years. For Kent, the amount 
Spent from private and pub 
lie sources cm the Channel 
Tunnel, roads and ports, 
while welcome, is not yet 
enough. Businesses and 
economic development 
officials believe metre needs 
to be done. 

The Channel Tunnel rail 
link is the dominant issue. 
The link, while a nightmare 
for those with properties 
directly along the route, 
would bring economic 
benefits for the majority. 
The turmoil over London & 
Continental Railways' 
finances has brought two 
unwelcome prospects: extra 
uncertainty for those with 
blighted properties, coupled 
with delays in reaping the 
benefits. 

The principal benefit for 
Kent would be the 
development around the 
planned Ebbsfleet 
international station in 
north Kent, where WWtecliff 
Properties, a joint venture 


between the UK's Blue 
Circle and Australia's Lend 
Lease, has outline planning 
permission for 8.5m sq ft of 
office and residential 
development. The project, 
estimated to cost £L5bn to 
£2bn over 20 years, is the 
largest mixed-use planning 
consent to be granted in 
En gland. 

It forms part of the 
regeneration of a 2^00-acre 
site between Dartfbrd and 
Gravesend, much of which 
will happen even without 
the link, what is affected is 
the speed with which a 
commercial district can be 
created around Ebbsfleet. 
The link would cut travel 
times to central London 
from 40 minutes to 15 - a 
crucial factor in attracting 
high-technology companies 
which currently locate west 
of London. The effect would 
be enhanced if local trains 
fed into Ebbsfleet. 

Kent, however, is looking 
beyond the benefits within 
the county. Sandy 
Bruce-Lockhart, leader of 

Kent county council, has 
joined councillors from the 


north and. midlands in the 
Fast Tracks to Europe 
Alliance, campaigning for 
the link to be built quickly 
and in full London W in 
the past been as much -a 
barrier for Kent as has the 
Rnglish Channel, cutting it 
off from the rest of the UK 
A fast rail link through 
London to the north is as 
important as the Channel 
Tunnel itself in improving 
Kent's access to markets. 

This is not to say Kent is 
ungrateful far what has been 
done. The opening of the 
Channel Tunnel, and 
associated benefits such as 
the completion of the M20 
between Folkestone and the 
M2 5. create a huge 
oppor t unity. Ashford, where 
an international rail station 
has already been built, is 
growing rapidly as a centre 
for value-added distribution 
by companies such as K’Nex 
International, the US-owned 
self-assembly toy company, 
which packs components 
there before sending 
products around Europe. 

Apart from the Channel 
Tunnel, train services 
between Kent’s medium- 
sized towns leave something 
to be desired. “It takes you 
as long to get to Ramsgate 
from London as it does to 
reach Northallerton," says 



The view ahead: The Chennai Tunnel railway, seen from e La Shuffle cab, is a dominant issue to the comfy's transport progr am me 


Phonr AsMoy AstMOOO 


Robin Thompson, strategic 
planning director at Kent 
County CoundL 

The council would like to 
see more invested in rail. ■ 
Longer term, it proposes two 
light rail systems, one 
between Dartford and 
Gravesend, taking in 
Bluewater and Ebbsfleet, 
and another between the 
Medway towns and 
Maidstone, using existing 
tracks. 

The rise of Dover, with 
more than 21m passengers 


last year, is a boost to Kent’s 
economy. The picture in 
some other ports is more 
mixed, but those with a 
strong specialist role, such 
as the deep water container 
terminal at Tbamesport on 
the Isle of Grain, are 
thriving. 

Apart from the M20. road 
developments include the 
upgrading to dual 
carriageway of the Thanet 
Way (A299) between the M2 
and Ramsgate and the A249 
linking Sittingbourne with 


Maidstone. Pfizer, the US 
pharmaceuticals group 
which is expanding its 
operations at Sandwich, 
wants the A256 between 
Ramsgate and Dover to be 
made dual carriageway, 
because it is outgrowing the 
local road network. 

If the Channel Tunnel link 
is built, the only major thing 
Kent will lack is a Heathrow 
or Gatwick airport - but 
manyresidents may feel they 
will have had enough major 
developments. 
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Statistics/Business parks 
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TOWN VERSUS COUNTRY 


Tougher restrictions 
may boost business 

Potential tenants of new sites will be looking for, among other 
things, good transport links, says David Lawson 


Ten years ago. an obscure 
change in planning law 
opened up hundreds of sites 
across the country to 
businesses trapped in 
crowded towns and cities. 
Politicians are now trying 
desperately to force the 
genie bock in the bottle. 

But they seem doomed to 
failure. 

Business porks flourished 
on the promise of high-tech 
buildings, swish offices and 
generous car parking in 
pleasant surroundings. They 
have become victim to their 
own hype, however. 

Glazed pavilions set in 
rural splendour are a potent 
image Tor drawing in 
tenants, but they grate on 
the nerves of users and also 
attract the ire of countryside 
campaigners. 

In fact, most parks are on 
reclaimed sites on the 
fringes of towns, according 
to Patrick Dei groan, chief 
executive of Arlington, the 
country’s largest park 
developer. And. ironically, 
porks could flourish 
rather than wilt 
under tighter planning 
restrictions. 

Those already up and 
running will become even 
more attractive as parking 
restrictions bite new sites. 
Many have anticipated 
traffic controls by building 


in public transport links. 
Arlington has plans for 
monorail connections In 
Manchester, Birmingham 
and Bristol. 

Other developers’ giant 
projects such as Blythe 
Valley in Solihull and the 
Thames Valley’s Green Park 
have been integrated into 
new access roads and bus 
routes. 

Many insiders believe such 
parks could be central to 
ideas for "transport 
development nodes” now 
floating around Whitehall. 
But not every park will meet 
the tough new criteria. Most 
sprang out of an era when 
motorway access was the 
prime consideration to 
attract top tenants. 

And there are more still in 
the pipeline. Grimley 
International calculates a 
potential for almost trebling 
the current stock to 130m sq 
ft - more than 10 per cent of 
all UK offices. 

This massive buffer of 
development which already 
has planning permission 
appears a big stumbling 
block to restricting 
countryside development. 
But many will never 
come out of the ground, 
according to Alistair Eliot, of 
property consultant Knight 
Frank. “They will need 
renewed or more detailed 


planning permission, and 
that "will not happen in 
many cases,” be says. 

"Potential tenants will 
also be looking for public 
transport links because they, 
too, anticipate a crackdown 
on cars in future. One 
solution may be a return to 
urban areas." 

There is bound to be a 
trend back into towns over 
the next 10 years by both 
people and business, says 
Trevor Silver, a director of 
Akeler Developments. He is 
working on plans to 
regenerate the nine-acre 
Dally Record site in central 
Glasgow into a 400,000 sq ft 
business park. 

Tbis will be nowhere near 
the scale of Akeleris 
pioneering Doxford Park in 
Sunderland but will share 
the same kind of flexible 
buildings in pleasant 
surroundings. Tbe main 
difference is the denser 
urban dimension, with 
buildings at 45,000 sq ft per 
acre rather than 1&000 sq ft. 

Urban parks are few and 
far between, however, and 
reversing the flow out of 
town will not be easy. 
Arlington Is a market leader 
with schemes in towns such 
as Coventry, Oxford and 
Gloucester, but these are 
redundant car and aircraft 
sites passed on by parent 



Plans are afoot to regenerate the nine-acre Dafly Record site in central Glasgow {stow) Into a 400300 sq It burinass park 


company British Aerospace. 

Assembling similar blocks 
of land under multiple 
ownership would be difficult 
One possibility in London is 
the 3&acre Chiswick Park, 
where work on spectacular 
plans for 1.5m sq ft of 
high-class offices came to a 
halt in the recession. 

This is one of tbe last 
development assets of 
Kvaemer, which Is selling 
its property portfolio. 

More conventional fringe 


urban sites are thin on the 
ground, however. Ironically, 
this is because tougher 
p lanning controls OH 

out-of-townsites are pushing 
up prices to levels affordable 
only to housebuilders. 

Higher parking fees in 
towns are another backlash 
which win drive businesses 
out rather than bring them - 
back, says Grimley. 

Local politics are running 
counter to government nmw 
In other ways. Akeleris Mr . 


Silver admits to frustration 
finding sites, particularly 
London. "When we try this 
in the regions, local 
authorities welcome the new 
jobs. In the south-east they 
seem to find barriers,” he 
says. 

Councils will need to 
improve town centres and 
public transport before ( new 
developments) if they want 
to bold onto businesses, says 
Angus McIntosh, research 
director for consultant 


Richard Ellis. He points out 
that staff are the prime 
consideration to employers, 
and the best people will not 
work in tired and rundown 
cities. 

Rather than move into 
town. Investors may recycle 
buildings put up in tbe early 
surge of development The 
Dow Chemicals buHdtogs at 
Stockley, near Heathrow, 
were being held up until 
recently as the epitome of 
modem business space on 


the UK's leading business 
park. Yet Standard Life has 
paid £25m for the 
now-vacant 70,000 sq ft to 
renovate them. 

If business parks can 
adapt this quickly - and 
change their focus to meet 
new transport demands - 
they will continue to thrive. 
Town centres will have to 
match this flexibility to 
compete rather than rely on 
increasingly tough planning 
controls. 
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Locations made for business success. 

Success depends on major communications links, established business 
„ ; infrastructures, dynamic workforces, an excellent quality of life. Talk to CNT, England’s 

largest owner of development land in locations that offer all this - and more. 
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CNT SELLS LAND FOR THE - DEVELOPMENT OF BUSINESS PREMISES IN 19 KEY LOCATIONS THROUGHOUT ENGLAND- 
BASILDON BRACKNELL CENTRAL LANCASHIRE CORBY CRAWLEY HARLOW HATFIELD HEMEL HEMPSTEAD MILTON KEYNES NORTHAMPTON 
PETERBOROUGH REDDITCH RUNCORN SKELMERSDALE STEVENAGE TELFORD WARRINGTON WASHINGTON WELWYN GARDEN CITY 




IN THE UK CALL 01908 696300 FOR DETAILS. OUTSIDE THE UK CALL +44 1908 696300. 

e-mail: mldlands@eat.org.uk Internee http://www.ait.org.uk 
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OUT OF LONDON 


Regions seen to offer 
exciting prospects 


Proximity to airports can often be an 
important factor when considering 
location, writes David Lawson 


Thegfant Stoddey Park site near London’s Heathrow airport, developed by Kajima, Prudential and CtMteftoid since 1965, is approaching completion. The IS group Aspect 
l elecommutMcations moved tn earty this year, occupying premises (above) that took Just (right months to buSd 

PACKAGES 

There’s a revolution taking shape 


Businesses are becoming more aware that 
mundane tasks in the workplace use 
valuable resources. David Lawson reports 


Cleaning toilets and weeding 
flower beds do not rate 
highly in the priorities of 
where companies locate. 
Such mundane tasks could 
hit the agendas of board 
meetings very soon, how- 
ever. as part of a revolution 
in the way buildings are pro- 
vided. 

This has no thing to do 
with obscure new 
regulations slipped into 
European law but a lot to do 
with the way businesses are 
run. Toilet cleaning, 
gardening, catering, 
security, water supplies and 
telephone links are part 
of a huge range of services 
which keep any organisation 
going. And they take up 
valuable time and resources 
better devoted to core 
activities. 

The last government kick- 
started the idea that land- 
lords should do more than 
let a building then sit back 


and collect the rent The Pri- 
vate finance Initiative (FFI) 
suggested a package of 
accommodation and services 
in exchange for an all-in 
Charge- 

While the industry pon- 
dered such a momentous 
change, the UK’s biggest 
business park developer 
jumped into action. “It 
seemed perfectly suited to 
our kind of activity.” says 
Patrick Deigman, chief exec- 
utive of Arlington Securities, 
the pro p er ty arm of British 
Aerospace. 

Many parks already pro- 
vide a mix of tenures, rang- 
ing from large freeholds 
through conventional lease- 
holds to “nursery” units for 
Start-up companies. Recent 
moves have seen Regus, the 
fast-growing serviced office 
company, expanding onto 
business parks. Mr Deigman 
wants to offer something 
between Regns’s all-in 


accommodation and hill PF1- 
style packages. 

“Occupiers want to know 
how much premises cost," 
says Mr Deigman. “That 
does not just mean rents, 
but. all the services. An 
insurance company does not 
want to wait until the end of 
the year when all thw bills 
have miwfi In to see whetha- 
a salesman is getting good 
value out of his 20 sq ft” 

Wrapping up all these ser- 
vices with rents in a quar- 
terly package gives a more 
immediate picture. Tenure 
would be by licence rather 
than lease, perhaps on a 
5,000 sq ft building agreed 
far 10 years. 

This is a step up from the 
deals already being worked 
out by Arlington, which 
involve using bulk purchas- 
ing power to buy utilities 
such as water and electricity 
for tenants. Telephone ser- 
vices are also offered at dis- 
count rates, providing extra 
benefits such as networking 
and links to staff homes. The 
company has moved deeply 
enough into this area to set 
up a new division. 


If these package deals take 
off they could spread rapidly 
through the property indus- 
try as tenants Hewami a sim- 
ilar approach. The main 
stumbling block la funding. 
Investors are comfortable 
with conventional long 
leases and regular rent 
reviews. They could shy 
away from short-term deals 
based on cashflow valua- 
tions. 

But Andy Martin of 
Arlington's property advis- 
ers, Strutt & Parker, expects 
views to change as tenants 
see the new approach in 
action. 

“Real estate Investment 
trusts work this way in the 
US." he says. “Banks in this 
country would leap at the 
ebanftft of structuring deals 
based on good covenants and 
fixed-rate debt” 

The package would resem- 
ble those set up for leasing 
other asset classes such as 
aircraft. “We have bad some 
very big inquiries and I 
would not be surprised to 
see a few examples in the 
next few months," says Mr 
Martin. 


Some sceptics remain 
unconvinced. “Landlords do 
not have to provide these 
packages to get tenants in a 
buoyant market," says Tony 
fisher, regional director at 
Chesterton. But he accepts 
that such moves will eventu- 
ally emerge as a new kind of 
property service. 

Mr Deigman harbours no 
such doubts. “This Is not 
being driven by landlords 
but by tenants looking for a 
new approach to premises," 
he says. Investors are also 
fascinated by tbe PFI 
approach, but put off by the 
risk of experimenting with 
large city-centre buildings, 
he says. 

Business parks have a suf- 
ficiently wide variety of 
premises to test the concept. 

Progress may depend as 
much on Arlington’s own 
future, however. British 
Aerospace is considering 
floating the company or sell- 
ing out But if Mr Deigman 
is still in charge this time 
next year, expect what he 
calls a “new chapter in busi- 
ness parks” to open with 
some revolutionary changes. 


A shiver of excitement ran 
through the Midlands when 
news leaked out that Oracle, 
one of the world's biggest 
software companies, was 
considering building a large 
office centre just outside Bir- 
mingham. 

Most leading in towns the 
UK have at least one inter- 
national name in residence, 
and technology plants have 
popped up on sites ranging 
from Strathclyde to the 
Welsh valleys. But this Mid- 
lands development - if it 
comes off - will show that a 
top-flight tenant can be 
attracted out of the south- 
east without resorting to an 
armoury of grams or politi- 
cal arm-twisting. 

This coming-of-age is not 
before time. There have been 
business parks in the 
regions ever since planning 
rules changed in the 1980s. 
In fact the West Midlands 
has almost as much office 
space - around 3m sq ft - as 
towns in the Thames Valley, 
according to Applied Prop- 
erty Research. 

The difference emerges 
when other kinds of busi- 
ness park space are 
included. The south-east has 
a total of almost 30m sq ft 
compared with the Midlands' 
7.6m sq ft according to Tim 
Heatley, head of business 
parks at Grimley Interna- 
tional. This is partly because 
the regions lag a year or two 
behind London during eco- 
nomic growth cycles but can 
collapse earlier in recession. 
By the time parks had 
become established in the 
regions, the early-l99Gs crash 
meant development almost 
ground to a halt 

“There are now some 
exciting prospects around 
major centres like Edin- 
burgh, Birmingham. Man- 


chester, Nottingham and 
Leeds, as tenants look for a 
quality of space they cannot 
find in town centres." says 
Chris Hiatt of Jones Lang 
Wootton. But the momen- 
tum could take a couple of 
years to translate into 
growth as nervous investors 
wait for pre-lets rather than 
anticipate demand. 

Arlington, the country's 
biggest pork developer, has 
maintained momentum in 
towns such as Gloucester 
and Oxford, changing the 
face of old airfields and car 
sites passed on by its parent 
company, British Aerospace. 
A trickle of lettings has also 
justified continued specula- 
tive development. Now the 
company has plans for new 
schemes, including one in 
south Manchester and more 
than 1m sq ft beside the MB 
outside Glasgow. 

They all have special rea- 
sons for optimism. Tbe 
Thames Valley grew on the 
back of proximity to Heath- 
row airport and a skilled 
labour force. Manchester. 
Birmingham and the Central 
Valley of Scotland are now 
offering similar access to 
international airports and 
staff. 

Blythe Valley, a 100-acre 
site on the M42. has taken 10 
years to get off the ground. 
But if the partnership 
between the local council 
and developers Kingspark 
and British Land can attract 
the 2,000 jobs Oracle is pro- 
posing, it will underline the 
claim that the Midlands can 
compete. 

These regional centres will 
not have to rely on IT com- 
panies fleeing northwards, 
however, says Nick Wil- 
liams, of DTZ Debenham 
Thorpe's Birmingham office. 
He says that finance groups 


are growing organically in 
the regions and demanding 
the quality and surround- 
ings only available on these 
parks. 

An explosion in call cen- 
tres has added another layer 
of demand as banks, retail- 
ers and public utilities move 
these labour-hungry 
operations out to cheaper 
locations where they can 
pick up regional employ- 
ment grants. Akeler showed 
the way by attracting Lon- 
don Electricity to Doxford 
Park in Sunderland almost 
five years ago, and now also 
houses Barclays, One 2 One. 
Royal and Sun .Alliance and 
Post Office centres. The park 
has created more jobs than 
those lost by tbe shipyards it 
replaced. 

Tony Fisher, or property 
consultant Chesterton, Is 
less enthused than most 
about the amount of develop- 
ment taking place in the 
regions but his company is 
looking for up to six call cen- 
tres of 120.000 sq ft each for 
BT. “This kind of expansion 
will drive the market for- 
ward and help rents move 
up,” he says. 

That, in turn, will draw in 
funding and stimulate fur- 
ther development. Investors 
have already begun to recog- 
nise the potential for 
growth. Guardian bought 
the latest phase of Arling- 
ton's Birmin gham Park for 
£8.3m last year, while Abbey 
Life spent around £15m fund- 
ing two speculative build- 
ings on Amec's Cheadle 
Royal park in south Man- 
chester. Friends Provident 
also put £Um into Edin- 
burgh Business Park. 

“Rental growth is stron- 
gest in south-east England 
so that is where funding has 
been concentrated. But this 
will flow faster into the 
regions in future," says Mike 
Cutteridge, investment direc- 
tor at DTZ Debenham 
Thorpe. 


THE THAMES VALLEY 


Concentrated high-tech 


This corridor west of London has been 
transformed from a rural backwater to a 
European centre, writes David Lawson 


While travelling Into London 
along the M4 or railway line 
it is difficult to believe that 
the endless green fields are 
the crudble of 2lst century 
industry. Even more difficult 
to grasp is the that the 
furnace is running out of 
space. 

The Thames Valley, once a 
quiet rural backwater, now 
bolds more high-tech compa- 
nies than any other part of 
Europe. It also has the larg- 
est concentration of business 
parks, driven by the trend 
for these companies to seek 
big, modem buildings in 
green locations. 

During the past couple of 
years alone, l eadin g compa- 
nies such as Microsoft, Ora- 
cle, Sun and Computer Asso- 
ciates have burst out of the 
narrow constraints of the 
area's small town centres 
and begun' building more 
than im sq ft of space. 

Rents have taken off. 


resuming the dizzy rise last 
seen in the 1980s. Some 
recent lettings have 
exceeded £25 a sq.ft, and 
developers are beginning to 
react with speculative budd- 
ing. But it may be too little 
and too late to prevent over- 
heating. 

“Rents will probably bit 
£80 [a sq ft] this year 
because potential space 
available is so thin an the 
ground," says James Kenn- 
edy-Cooke, of prope rt y con- 
sultants DTZ Debenham 
Thorpe. 

The problem is that inves- 
tors and banks bruised by 
the last property crash were 
reluctant to back develop- 
ment until rents bounced 
back In fire last six months. 
“A decade ago a wall of 
development emerged to sat- 
isfy demand, with business 
parks popping up every- 
where," says Tony Fisher, of 
Chesterton International. 


“This time around the mar- 
ket has been too slow to 
react" 

But the industry faces a 
dilemma. Even if it started 
tomorrow to meet the vol- 
ume of demand, buildings 
would not be ready for at 
least 18 months. By then tbe 
economic cycle may be head- 
ing downwards, and inves- 
tors could be left licking 
their wounds again. 

But even if growth does 
slow, IT and pharmaceutical 
companies will need more 
space, and there is relatively 
little left in an area con- 
strained by green belts and 
other planning controls. 

So why not look else- 
where? Oracle is doing this, 
o rMfOrig around the M id l a nds 
after deciding that headquar- 
ters being built at Argent’s 
Thames Valley Park are 
inadequate to meet the big 


software company's ambi- 
tions. Drug companies are 
also drifting into Kent, keen 
to be near the new European 
regulation agency in Lon- 
don’s Docklands. 

But this will merely take 
the edge off the now-tradi- 
tional concentration on sites 

between ffawimcmn 1th anil 

Newbury, drawn by access 
to Heathrow airport, central 
London and the pool of 
giriruH labour. 

There is still room for 
expansion on existing packs 
being built around Reading, 
but the underlying fear is 
that the well will run dry In 
some 10 years’ time. 

“There is a real danger 
that if further land- is not 
released, high-technology 
companies will Took abroad 
for expansion," says Nigel 
Aslin. a partner with Strutt 
ft Parker. 


Breathing space 
at Green Park 


Standing in almost 200 acres 
of land at Junction 11 on the 
M4 to the west of London is 
die area's latest giant busi- 
ness pork, with a capacity 
for more 2m sq ft of 
buildings. This is probably 
tbe last big greenfield site in 
the area, so it is appropri- 
ately named Green Pork, 
writes David Lawson, 

In theory the £50m infra- 
structure programme should 
offer a 10-year breathing 
space, bnt at the rate large 
companies are swallowing 
land at the. moment, this 
vast acreage could be filled 
much sooner. 

Sun Microsystems 
absorbed a whole business 
park, taking a site beside on 
the M3 from MEPC to build 
a 350.000 sq ft HQ. Smith- 
Kiine Beecbam’s on-off mar- 
riage with Glaxo has not 

shnkpri plans to take UWSt Of 
the remaining land at Stock- 
ley Park, near Heathrow, for 


a 500.000 sq ft h e adquarters. 

MTtfP Rous, iff the Pruden- 
tial, who has spent nearly a 
decade preparing Green 
Park for launch, remains 
tight-lipped over -whether a 
similar big sale is Hkely. He 
prefers to concentrate on 
plans for a 100,000 sq ft 
speculative block set to start 
in June. This is aimed at 
smaller tenants. 

“It is important to get 
people on to a. development 
q uickly to give it Ufe,” he 
says. Nearby land has also 
been sold to Costco, the US 
discount warehouse , dob. 

There will be no shortage 
of .bidders next year, how- 
ever, when the A38 relief 
road link Is complete and 
the park’s gates are fully 
open, ibe question remains 
whether the Prudential will 
go for a long building pro- 
gramme or sell the fruits of 

10 years' labour to big IT 
companies looking for sites. 
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Call centres 


NORTHERN ENGLAND 


The Warrington connection 


Sheila Jones reports on BT’s success 
in setting up one of the country’s 
largest phone centres 


Ian Davis smiles broadly as 
he gazes across the floor of 
British Telecom's gigantic 
call centre in Warrington. A 
buzz of chatter from the 
floor means the lines are 
busy. Mr Davis, the call cen- 
tre’s director, bubbles with 


enthusiasm. “Call centres 
have made a phenomenal 
difference for us,” he says, 
“ft’s a very effective way to 
faille to customers and to get 
your products into the mar- 
ket place.” 

The explosion in call cen- 


tre business has brought 
thousands of jobs to the 
north of England. In the 
north-west alone, more than 
30,000 people are employed 
in cal) centres, accounting 
for 20 per cent or call centre 
jobs in the UK. 

BTs Warrington centre is 
one of the biggest in the 
country. It operates two 
shifts a day, employing more 
than 2,000 people. At any one 


time, about 500 tele-opera- 
tors are busy talking to cus- 
tomers. An automated dial- 
ling system sends calls 
through to each operator at 
a rate of eight to 10 an hour. 
As the call comes through, a 
script appears on the opera- 
tor’s PC screen giving details 
of a customer's account. The 
operator’s job is to retain 
and develop BTs customer 
base. "We call customers on 


CASE STUDY 


ResteurantExjjress 




Phones and food are right ingredients 


It might not be the wisest 
thing to do, to order 
tempura Cram a 
computerised takeaway 

service offering delivery 
within an hour. The dish 
has to be served straight 
Cram the frying pan or it 
will be soggy. The tempura 
teas saggy, of coarse, but 
the rest of the meal was 
fine and it arrived roughly 
within the time promised. 

Call centre technology 
has opened a huge new area 
of business ideas for the 
imaginitive entrepreneur. 

One of them Is Mark von 
Stein, a US businessman 
working in home delivery 
services. He brought an 
American idea to Liverpool 
and now his company. 
Restaurant Express, is 
negotiating terms for 
expansion elsewhere in 
Europe and it is being 
groomed for flotation on 
London’s alternative 
investment market (Aim). 

Restaurant Express is a 
few steps up from the 
traditional takeaway 
service. It has partnerships 
with more than 200 
restaurants in the UK and 
is aiming to treble that by 
the end of the year. 
Restaurant menus are 
published in glossy 
booklets for mi* town and 
city served by the company. 
In Manchester, for example, 
25 restaurants across the 
city are listed with full 


menus. In London, 50 
restaurants have been 
signed up. 

Callers throughout the 
OK phone one number to 
place their orders. These go 
through a call centre in 
Liverpool, where 
tele-operators key in the 
details and fax through the 
information to the 
restaurant. A follow-up call 
ensures the order has been 
received. The Liverpool 
centre has the capacity to 
take one order per minute, 
and is aiming to take 16,000 
orders a month by the end 
of the year. 

Restaurant Express 
supplies participating 
restaurants with containers 
and packaging, so when the 
meal arrives it Is wrapped 
in Restaurant Express 
livery. Delivery agents have 
Restaurant Express 
uniforms. "They are 
waiters on wheels, not that 
modi different from a 
waiter in a restaurant," 
says Alex von Stein, a 
director «nri son or the 
founder. 

Hie company has grown 
rapidly since setting up late 
in 1996. New customers and 
their orders are kept on a 
database, and discounts are 
offered to regular callers. 
"We can pick up a bottle 
of wine or a pack of 
cigarettes on the way for a 
customer we know,” says 
Alex von Stein, “so long as 


it doesn't hold up other 
deliveries”. 

The company was set up 
with capital of £700,000, 
funded by venture 
capitalists Si, the 
Merseyside Special 
Inves tmen t Fund, Mi dland 
Rank and the 

government’s department 
of trade and industry. Most 
of its directors used to work 
for the Home Delivery 
Network in the US, where 
the idea to expand into 
Europe was developed. 

Mark and Alex von Stein, 
and other directors, bought 
out the rights and software 
to operate exclusively in 
Europe, but the two 
companies keep in touch, 
exchanging ideas, 
experience and software 
developments. 

"As we roll out here in 
the UK, and elsewhere in 
Europe, we’re sharing ideas 
with Home Delivery 
Network as it plans its own 
expansion across states in 
the US, though our 
operation here is more 
centralised through the 
Liverpool call centre," says 
Alex von Stein. 

A recent innovation is the 
company’s message 
despatch system, developed 
with Nokia and Orange. 
Messages are delivered to 
Restaurant Express 
delivery drivers directly 
from the company’s PCs to 
the drivers’ mobile phones. 



Alex von Stmc sharing ideas 
vrtth Home Defivery Network 

The company's software 
and database can be used in 
many more distribution and 
delivery applications, such 
as flower delivery and 
theatre bookings, says Mr 
von Stein. 

The company also 
believes it can achieve 
growth through sales links 
with other organisations; 
customers can, for instance, 
collect Air Miles. 

The company is using the 
UK as a springboard into 
other European markets, 
starting in Germany this 
year. It is aiming to tarn in 
a profit by the third quarter 
of this year. Turnover is 
£li5ma year and it is 
growing by 20 per cart a 
month, according to Mr von 
Stein. He hopes the summer 
flotation will help the * 
company frilfll what he sees 
as virtually endless 
possibilities. 


a regular basis to tell them 
about savings they can 
make, and to build loyalty," 
says Mr Davis, 

Warrington Is one of five 
BT centres across the UK. It 
was built as a warehouse 
and c o nv e rted two years ago. 
The 120,000 sq ft floor is a 
matrix of cubicles in a vast 
open-plan space. Team lead- 
ers run groups of 12 opera- 
tors, monitoring calls and 
coa ching staff. Each shift 
starts with a team briefing. 

Across the floor there are 
54 TV screens and four giant 
screens conveying the com- 
pany message or giving 
details of the latest product 
There is a Big Brother feel 
about it all, although Mr 
Davis argues the operation is 
about effective communica- 
tion. 

“I don’t think there is any- 
thing Big Brotherish about 
it," he says. “The challenge 
is to ensure we convey a 
consistent message to our 
customers." The screens are 
als o used to communicate 
with staff in areas such as 
training, he says. 

Locations such as Liver- 
pool, Warrington, Manches- 
ter and Leeds, which have 
attracted thousands of call 
centre jobs, attribute their 
success to a combination of 
the availability of skilled 
labour, appropriate sites and 
telecoms infrastructure. The 
grant and support regimes 
have also been important in 
reducing start-up costs and 
encouraging investment 

Ventura, the Next subsid- 
iary, is the latest arrival in 
Yorkshire and Humberside. 
It won a package of Incen- 
tives to set up a customer 
service centre in a jobs 
blackspot in South York- 
shire. 

Some companies suggest 
that a friendly and easy-go- 
ing mann er among north ent- 
ers may also be a factor in 
attracting call centre invest- 
ment 

In addition to company-dedi- 
cated call centres, the sector 
has also produced rapid 
growth in call centre agen- 



lan Dnvte at BTa Warrington 


des, which provide services 
for more than one company. 
ADS Telemarketing, based 
in Manchester, is the front 
line far all rails to Ofgas, the 
gas industry regulator, for 
example. 

It also runs telemarketing 
operations for the Central 
Office of Information, the 
Co-operative Bank, and 
Wedgwood. Its operators 
may look after four compa- 
nies at a time, or they w£D 
be dedicated to one customer 
if the work is highly speci- 
alised 

ADS opened a second site 
in Bristol to cope with the 
rise in business. It chose 
Manchester and Bristol 
partly because of their uni- 
versities, says Sally Penn, 
managing director. It gave 
the group access to skilled 
labour, including graduates, 
and to students looking for 
occasional work, like other 
call centres. ADS operates 
flexible shifts and contracts 
which means the company 
can gear up swiftly to peak 
periods and shift down when 
demand slows. 

The rapid growth in call 
centres has led to labour 
shortages in some regions. 
Companies opening new 
operations are now more 
likely to choose Wales. Scot- 
land, Ireland or north-east 
England because of worries 
that the north-west is satu- 
rated and the labour market 
tight 

A high concentration of 
raft centres on Merseyside 
nwang that TRM, far exam- 
ple, is likely to choose Scot- 
land over Merseyside for its 


"Thera's nothing Big Brothsrish > 


new multilingual call centre 
which is expected to employ 
about 600. Sa the north-east, 
Barclays recently announced 
it would open a new tele- 
banking centre in Sunder- 
land next year, employing 
2,000. Newcastle and Wash- 
ington have also won large 
ca ll centre Investments in 
recent months. 

Merseyside, like other 
regions, is trying to shift 
towards more diverse and 
advanced call centre 
operations. It is targeting the 
three main growth sectors: 
shared service facilities, 
combining back office and 
customer care operations; 
pan-European centres requir- 
ing m ultilingual skills; and 
ffft-hniMit bftlp lines. 

mriiis shortages end a shift 
towards more value-added 
services in call centres has 
also prompted growth in 
public-private partnerships 
in the provision of training, 
and other initiatives 
designed to meet the indus- 
try’s needs. 

On Merseyside, a database 
has beat compiled of more 
than 800 operators with mul- 
tilingual skills. “That’s the 
sort of support level compa- 
nies from North America, for 
example, are demanding 
before they will even look at 
a location, 0 says Neil Rami, 
marketing director for Mer- 
sey Partnership, the regener- 
ation agency. 

In Yorkshire and Humber- 
side, a forum has been cre- 
ated combined training and 
enterprise councils, local 
authorities, call centre com- 
panies and academic organi- 


sations. In Leeds, which 
dominates in financial ser- 
vices call centres, a regional 
call centre user group was 
created in 1995. This brings 
together organisations 
Including the Leeds Finan- 
cial Services Initiative, a pri- 
vate sector group, and 
Bradford University Manage- 
ment Centre. It runs semi- 
nars and workshops and col- 
laborates with industry in 
an attempt to Improve call 
centre skills and perfor- 
mance. 

Bradford Council and the 
local Tec teamed up with 
call centre companies in 1996 
to create a call centre train- 
ing unit 

The increasingly advanced 
skills required for both oper- 
ators and managers means 
employees are being 
equipped with "skills for the 
21st century", according to 
Chris Llewellyn, investment 
manager of the Northern 
Development Company, 
based in Newcastle. Informa- 
tion technology and manage- 
ment skills, coupled with 
more specialised subjects, 
such as accounting, are 
“readily transferable" to 
many otber applications, he 
says. 

For the northern regions, 
future growth will depend 
on their ability to fulfil the 
labour and skills needs of an 
industry that is growing rap- 
idly and becoming more 
global. Employers will also 
need to consider the more 
advanced nature of call cen- 
tre concerns or employees, 
whose motivation, is critical 
to a the centres’ success. 


Sheila Jones WALES 


YouVe trusted another 
company to talk to your 
customers. 

How do you feel? 




There’s a lot to be said for outsourcing your 
customer management requirements, but you 
cannoL afford to go into such a partnership with 
your fingers crossed. 

The telebusiness company which provides 
your call centre doesn’t just represent your 
company, as far as vour customers are concerned 
it is your company. 

Understanding and accepting this critical 
responsibility to our clients and their customers 
has enabled SfTEL to build the most successful 
telebusiness service in the UK. 

And that’s why leading companies across 


a wide range of industries including utilities, 
financial services and communications trust us 
to talk with their customers. 

To find out more about how we work 
with our clients and the full range of services 
we offer call our Communications Centre on 
0800 747 107. 

S1TEL 

CORPORATION 

We speak your language. 

Email: info? sircl.co.uJ. Website: http:flwww.si Jri.net 


The lure of a delicate lilt 


Stunning views across open countryside 
can be part of a package to lure bosses 
and staff. Juliette Jowit reports 


The story goes that a man 
rang his computer help desk 
hotline to complain the cof- 
fee cup holder was broken. 
Bemused staff puzzled for a 
while before realising the 
problem was the retractable 
CD-Rom tray. 

Despite the everyday frus- 
trations, however, call cen- 
tres are greatly sought after, 
with regions across the UK 
and the rest of Europe vying 
to win a share of this grow- 
ing industry. 

Wales makes up about 6 
per cent of the UK popula- 
tion, and accounts for about 
the same proportion of call 
centre jobs. As competition 
increases, the principality 
hopes to maintain, if not 
expand, its share. 

T /ending the drive for this 
Investment is the Welsh 
Development Agency, which 
lists 34 call centres In the 
principality, employing more 
than 7,000 front-line and 
back office staff. 

These range from eight 
people employed at the 
Patent Office in Newport to 
1,000 at Companies House in 
Cardiff, but it Is the smaller, 
more specialist operations 
that the WDA is keen to 
attract, says Enid Rowlands. 
chait-man of the ran centre 
strategy group. 

“The very big 1,000-and- 
over sector would just never 
work in rural areas. We do 
not have the density of popu- 
lation to sustain that type of 
operation.” 

Existing investors bear 
witness to the broader strat- 
egy of attempting so for to 
attract big household names; 
sites in Wales are operated 
by AA, British Gas, British 
Telecom, HSBC Direct, Kays 
Catalogue, Legal & General, 
Lloyds Bank, Midland Bank 
and NatWest For the future, 
the WDA is in talks with 
companies in a number of 
other more specialist sectors, 
including sales and travel 
inquiries, and medical 
advice. 

These sectors, and other 
targets, such as IT and com- 
puting, offer the advantage 
of high quality jobs, with 
good training and better pay, 
says Ms Rowlands. 

The WDA’s publicity mate- 


rial promises investors a 
range of advantages: staff, 
infrastructure and financial 
incentives. 

There is a widespread pool 
of available workers, who 
enjoy a reputation for being 


flexible, low turnover rates 
and good labour relations - 
last year there were no 
strikes lasting more than 
one day in Wales. 

Wages are lower than in 
most other parts of the UK 
for staff ranging from £7.800 
for a single language 
t ele sales operator to £15,000 
for a multilingual sales 
rep. 

Lang u age skills, are good. 


especially in university 
towns and cities such as Car- 
diff, Swansea. Aberystwyth 
and Bangor, and there is the 
lure or the “delicate Welsh 
lilt". 

“The Welsh accent scored 
quite highly in extensive 
research, far higher than 
many other regional accents, 
and we've found it creates a 

Continued on Page 10 
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Language skills are a key factor 


Cosmopo&tait London and the south-east 


Tlie capital is winning business, even 
though centres can be housed 
almost anywhere. Alan Pike reports 


"London - the Call Centre 
Capital of Europe.'’ 

Inward investment oi^anisa- 
tioos often allow themselves 
a modest degree of poetic 
licence when competing to 
attract new business. But 
surely this statement in a 
briefing by London First, the 
capital's inward investment 
agency, risks being dis- 
missed as absurd? 

Since call centres be 
boused almost anywhere, is 
there really a justification 

THE MIDLANDS 

Cosy 


for locating them in the rela- 
tively expensive environ- 
ment of London and the 

south-east? 

The response of the mar- 
ket is a dear “'yes". Both 
London and thp wider south- 
east region are shown to be 
performing strongly in 
region-by-region studies of 
call centre location. The 
Mitial group's 1997 call cen- 
tre location study found 
that, measured In terms of 
employees. London has 15 


job 


chats are 
winners 


Michelle Reynolds visits some traditional 
industrial centres to discover how a 
softly-softly approach has been successful 


When North America’s 
largest credit card group was 
deciding where to locate its 
first overseas call centre, the 
east Midlands city of 
Nottingham would not. 
perhaps, have been the first 
location in everyone’s mind. 

Within the UK, Scotland 
and oorth-west England 
have attracted the most 
publicity over the success 
and proliferation of their call 
centres and they might have 
expected to host yet another 
foreign investment 

However, it seems it was 
the Nottingham people's 
tendency to want to stay and 
chat over a beer after a long 
day of interviews that 
convinced Nigel Morris, 
Capital One’s chairman, that 
these would be the type of 
people his customers would 
like to speak to over the 
telephone. 

With £3Qm to invest and in 
need or a 90O«trong work- 
force, Capital One wanted to 
make sure it bad the right 
people. Apart from good 
results from the psychomet- 
ric. numerical and verbal 
reasoning tests, it was the 
Nottingham applicants’ 
social skills which Impressed 
the Capital One mangement 
team. “They stayed behind 
at the end of the evening to 
chat to the people who ran 
the tests. They were friendly 
and interested." recalls Mr 
Morris. 

After initial contact in 
May, Nottin gham bad been 
shortlisted to one of three 
sites by June. 

In September the East 
Midlands Development Com- 
pany was told that Cork, in 
the Irish Republic, was the 
main competition. A “warm” 
letter from the UK prime 
minister, a “quality of life" 
tour and more telephone 
rwiifi helped to seal Mr Mor- 
ris's decision, and by 
November Nottingham had 
been chosen. 

Capital One. one of the 
region’s newest employers, 
is to take over an old print- 
ing site which belonged to 
Boots, one of the most estab- 
lished employers. The centre 
is scheduled to open in 1999 
to Hrtp service Capital One’s 
UK customer base and pro- 
vide a springboard into 
European markets. 

While the character of 
Nottingham’s workforce 
obviously influenced Capital 
One’s decision, the East Mid- 
lands Development Com- 
pany, English Partnerships 
(which is investing £2.9m) 
Nottingham City Council 
and the government’s 
department of trade and 
industry were all involved. 

At the time Capital One 
announced its investment at 
the beginning of December, 
John Finch, the development 
company's chief executive, 
said: “Were convinced it 
will stimulate further invest- 
ment" 

Indeed, hard on Capital 
One’s heels came the Pru- 
dential Corporation, which 
ann ounced in February it 
would be setting up a call 
centre in Derby. It plans to 
create up to L5O0 Jobs over 
five years in an expansion of 
its direct banking 
operations. 

The investments are sig- 
nificant for the east Mid- 
lands, which accounts for 
just 4 per cent of UK call 
centre jobs, according to a 
recent survey conducted by 
the Mitial Group. However, 
John Finch, EMDC chief 
executive, says the figure is 
misleading, “and quite 


frankly I find it quite hard to 
believe". 

He said while the east Mid- 
lands may not have the larg- 
est number of call centres it 
probably featured much 
more highly in terms of the 
number of people employed: 
Barclaycard's centre in 
Northampton alone 
accounted for between &000 
and -LOGO people. 

One of the reasons compa- 
nies such as Viking Direct, 
the office supplies business, 
and RCI, the US timeshare 
group, chose the area was 
the adaptability of the work- 
force. says Mr Finch. “Most 
of these places run a 24-hour 
operation with split shifts, 
people around here are pre- 
pared to do that" He says 
United Parcels Service, the 
US company, cut its staff 
turnover rates by 70 per cent 
compared with sites in Lon- 
don. Regardless of the statis- 
tics, “we’re pretty confident 
we’ve got a good story here.* 

The west Midlands' has 
also secured just 4 per emit 
of UK call centre jobs, 
although Paul Richards, 
chief executive of the West 
Midlands Development 
Agency, paints out that this 
still accounts far same 200 
centres. 

Recent additions Include 
Ionica, the national tele- 
phone service provider - 
which created 600 jobs last 
July with the opening of a 
new centre in Bi rmingham. 
Bard ay call. Barclays’ speci- 
alised telephone service, 
opened its first call centre in 
Coventry in 1995 and the 
workforce has grown from 
from 170 to 380 employees. 
Another financial services 
group. Prudential, launched 
a centre in Dudley in Febru- 
ary 1996 and now employs 
750 there. 

Scoot, the interactive con- 
sumer Information service 
group, started in Telford in 
October 1997 with 150 people 
and intends to expand to 450. 
Robert Hartley of Telford 
Development Agency says 
the group’s location criteria 
included the availability of 
suitable buildings, an appro- 
priately skilled labour force 
and the local college which 
provides training for call 
centre services. 

Mr Richards says it was 
often the availability of a 
qualified workforce within 
the west Midlands area - 60 
colleges of further education 
and eight universities are 
situated within the region - 
that was a big attraction for 
operators when cons i de ri ng 
locations. 

However, Mitial said one 

of the reasons the west Mid- 
lands had not attracted as 
many newcomers as other 
regions was that it had foiled 
to counter the negative per- 
ceptions of the “Brummie” 
accent. 

To overcome negative per- 
ceptions, the WMDA has 
invested resources to make 
the region attractive to pro- 
spective call centre opera- 
tors. In conjunction with Bir- 
mingham City Council, 
jUi-mingham Tec and Bir- 
mingham Chamber of Com- 
merce. a centre of excellence 
for call centres has been 
established, located in Bir- 
mingham. It is aiming to 
provide support for new and 
existing call centre 
operations and focuses on 
three areas: an employers* 
forum to hold monthly semi- 
nars on call centre issues; a 
techno logy forum and a call 
centre college to provide spe- 
cialist training. 


per cent of the UK sector’s 
jobs and the south-east a fur- 
ther II per cent Locations 
outside the capital with sub- 
stantial call centres include 
MDton Keynes, Brighton and 
Kent. 

London's bid to be consid- 
ered a desirable location is 
particularly targeted at cli- 
ents with specialist needs, 
notably in language skills. 
This is illustrated by some of 
the centres that have 
recently opened or expanded 
in the capital 

Delta Airlines established 
its centralised European res- 
ervations sale centre at Park 
Royal, west London, two 
years ago. The airline esti- 
mates that it will save £24m 
over five years as a result of 
consolidating activities pre- 
viously handed in reserva- 
tions offices in Amsterdam, 
Athens, Barcelona, Brussels, 
Copenhagen, Dublin. Hel- 
sinki. London, Madras, 
Paris, Rome, Vienna and 
Zurick. It regarded London 
as the only European loca- 
tion capable of providing the 


multilingual workforce that 
the consolidation exercise 
required. 

AT&T Solutions’ global 
customer service centre in 
the City of London, which 
was expanded last year, han- 
dles enquiries from 20 coun- 
tries in Europe, the Middle 
East and Africa. Employees 
each speak an average of 
three or four languages, and 
80 per cent are graduates. 

In addition to being able to 
meet language requirements, 
some organisations see a 
London location as adding 
status or credibility to their 
operations. “From the US 
point of view, you can’t qual- 
ify for doing international 
business and not be in Lon- 
don." says Bob Nielson. UK 
manag in g director of Gallup, 
the market research organi- 
sation. GaDup established its 
European response centre in 
London two years aga 

About one-third of all UK 
residents who were bom in 
continental Europe or the 
former Soviet Union states 
live in London, with mare 


than hal f the total living in 
London and the south east 
combined. For some nation- 
alities — including Spanish, 
Portuguese, Swedish and 
Turkish - London and the 
south-east’s proportion of 
the total is higher s till. 

Access to a large pool of 
native European language 
speakers in backed-up by 
London’s extensive structure 
of universities and other 
higher education institu- 
tions, producing a regular 
supply of language gradu- 
ates. Westminster University 
teaches 26 languages - 
believed to be the largest 
number of any institution in 
the UK. 

“Access to language skins 
is obviously one of our 
important strengths in 
attracting can centres," says 
Andrew Cooke, London 
First's executive director for 
business development “But 
there are other important 
considerations in our favour 
as well. Because of the over- 
all size of the London econ- 
omy and labour market 


there is not the same risk of 
the can centre sector over- 
heating, leading to constant 
poaching of staff, as there is 
in smaller locations. 

“London’s size means 
investors can choose from a 
complete range of properties 
and working environments." 

Some companies choose to 
contract out cal) centre 
activities rather than pro- 
vide them directly - 
although customers are 
unlikely to notice the differ- 
ence when telephoning. A 
new report from Sit el. a lead- 
ing provider of outsourced 
teleservices, endorses the 
view that, while it is simple 
to choose the cheapest loca- 
tion for a call centre, select- 
ing the most effective odd is 
a “complex decision requir- 
ing careful thought and anal- 
ysis". 

This applies, it says, to 
both in-house and out- 
sourced centres. “Every 
b usiness has to think care- 
fully about the need for 
proximity to its own call 
centre and tbe impact that 
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this has on its relationship 
with its customers." 

Following this principle. 
Sitel opened a call centre in 
the City of London at the 
end of last year. Sitel the 
City, as the centre is known, 
will serve all activities in 
which the company is 
involved in the UK - includ- 


ing utilities, automotive, the 
public sector and travel - 
but is expected to be of par- 
ticular interest to financial 
services organisations. The 
ease with which potential 
clients will be able to visit 
the centre was a factor in 
the decision to locate it in 
the City of London. 



CAVIC 



rectcr, iNfOfiMA mu systems. Scottish power. 


Those are exciting times for Scottish 
moving towards becoming a leading 
organisation. It requires even greater than 
effort to retain existing customers and win new 1 


product -that could allow the business to look to the future - . 


With, GT-X handling calls to and from the call centre. 

jL ■’ ' • 

'SCOttlshPower has met all It’s objectives of providing the 

W'--' •' ' 

^Highest quality customer service In a single location. GT-X’s ease 
A goal which required Scott IshPower setting up a call and implementation dramatically shortens training 

establish a much closer direct relationship with over for .the operators who can pull data from around the 

customers. A dramatic shift, which had to be /Ir^nisaOon to help provide better feedback on customer needs. 


ScottlshPower chose GT-X, Graham Technology's-av^irawinning 

jBSF 

business process server software, rw&gMph a mix 
of SUN Microsystems Ultra 1 and Ultr^^^^^catlon servers 
as the front end solution han^^^p&^r 3,000 inbound 
and outbound calls per hour thrfi^^^^^AOO seat call centre. 
David Jones commented Technology and Web 

Technology Is golng^sfe^^C^e major customer facing 
technology of effectively interface with 

GT-X product and in Graham Technology a company and & 


'•The Implementation of our call centre was a very high 
risk.' project. It is to the enormous credit of the Graham 
Technology team that they delivered a product that our 
customers think Is outstanding, delivered within a very tight 
lead time and wfthlir budget". Graham Technology's expertise and 
the GT-X solution gives ScottlshPower all the power it needs 
to lead into the how millennium.. "We. are convinced that this 
product is still the only product, oh .the market that will take 
us where we need to go, or where any customer facing organi- 
sation needs to go. GT-X is an outstanding call centre product". 


TO OISCHSS THE BENEFITS TO YOH* BUSINESS CF USING CT"X CAU- 0141 $01 4010 


Or iteau. centres cf excellence 
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www.gtnet.com. 
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Call Centres 


SCOTLAND 


Rush of facilities form a pillar of tartan economy 


Local enterprise companies are being 
credited with much of a continuing 
success, says James Buxton 


From people in Rothesay on 
the Isle of Bute processing 
applications for bank loans 
to those in central Glasgow 
dealing with a rush of que- 
ries to the BBC Helpline fol- 
lowing a Stimulating pro- 
gramme, the cfll l centre has 
become a pillar of the Scot- 
tish economy. 

The days when Scotland 


CASE STUDY 


could claim to have one in 
five of all call centre jobs in 
the UK are over as other 
parts of the country have 
caught up. But Glasgow, 
Scotland's biggest city, 
promotes itself as the UK's 
Call Centre Capital, a title it 
invented for itself following 
its success in attracting 
some of the UK's first 


such establishments. 

While opinions differ as to 
the importance of the Soots 
accent in winning custom- 
ers, Scotland has probably 
succeeded In identifying 
itself with the call centre 
industry to a greater extent 
than other parts of Britain. 

In the past year announce- 
ments of new call centres In 
Scotland have come thick 
and fast, with more than 
3.000 jobs promised within 
about a year and nearly 5.000 
more over the next six years. 


The calculation by Mitial, 
the consultants, that Scot- 
land in 1997 had 12 per cent 
of UK call centre employ- 
ment. putting it behind 
north-west England and 
Greater London, is becoming 
out of date, and no published 
directory gives an up-todate 
list of centres north of the 
border. 

However, the widely 
accepted figure last year was 
that 17,000 people were 
employed in about 200 call 
centres in Scotland, of which 








Banking on speed and convenience 


“As you can see, there 
aren't any men with whips 
forcing people to work 
harder,” says Stephen 
Geraghty, managing 
director of Direct Line 
Financial Services, as be 
walks round the office in 
Glasgow. The company is 
an offshoot of Direct i.tne, 
the group which 
revolutionised motor 
insurance by selling it over 
the telephone and thus 
almost invented the UK call 
centre. 

Though Direct Line 
Financial Services is a 
leading name in the UK call 
centre industry, Mr 
Geraghty is anxious to 
distingnigh it from some -■ 
operators which share the 
call centre label and may 
encourage the sweatshop 
image that is sometimes 
attached to the sector. 

“If you're thinking of a 
call centre such as one 
where people take down 
pager messages in some 
draughty hanger then 1 
don't think we count as a 
call centre at alL We*re a 
hank which -includes a call 
centre as a quick, 
convenient way of dealing 


with our customers,” Mr 
Geraghty says. 

Direct Line Financial 
Services, which is part of - 
Hoyal Bank of Scotland, 
sells mortgages and life 
insurance, takes deposits 
and provides personal - 
Loans, and deals with its 
customers by telephone. 
Every weekend it advertises 
on TV and in the 
newspapers and braces 
itself each Monday for a . 
surge of calls from - - 
potential clients. 

Each call has to. be . 
answered within 20 seconds 
and the interaction with the 
customer may last as much 
as 20 minutes^ If a sale Is 
made a pack is sent out to 
the customer that day, to be 
returned and processed 

One of the most difficult, 
managerial tasks at Direct 
Line Financial Services Is 
predicting the flow of calls 
and matching it to the most 
appropriate number of. 
people. Direct Line -• 
Financial Services employs ., 
about 400 individuals, both . 
full time and part time, 
which works out as 320 
mn time equivalent jobs. 
Full-time staff work a 


35-hour week bed most 
people do overtime. 

Average salaries are jnst . 
radar £10,000, varying 
according to how many ' 
products the person is 
qualified to handle. . ' _ 

Theatmosphneis _ 
remarkably friendly hnd,- 
vmted on a less-frenzied 
Tuesday rather than a 
Monday, there are plenty of 
-raltas. Contrary to tba call, 
centre Image of serried . 
ranks of telephonists, staff 
work in cells ofeight. 
people and though most of !:• 
them are wearing headsets 
It looks much like any 
other modem office. Far ‘ 
From being out on a' . 
business park or industrial 
estate, ft ism the heart, of: ' 
Glasgow. 

The average age of the - 
people WOTkSngat Direct 
line Financial Services ip; 

23 and the majority are 
women. “We look for" : 
people who are good at ■; 
talking and listening, and. / 
sound friendly and 
efficient,” says Mr 
Geraghiy. Many of them 
have previously worked for 
other financial services. 

; companies, such as hanks. ’ 


andbuildlng societies. 

What annoys potential 
ajstomeremostisnot.. 
getting what they wanted, 
he says: It is trdcial^at ' 
agents have a good . 
understanding of the 
product StaffareinitSally 
given four weeks trainmg, 
and then work in the - 
nurser y area where they, 
are under closer . . 
supervision than later. 
Further Intensive training ' 
is given , when staff upgrade 
to anew prodnctj and the 
time agents spend, on a call 
Is monitored. , 

. Although the agents have 
to take customers, through . 
a formal procedure l«M out 
before them oh their . 
computer screens, and have 
a booh of approp r iate 
phrasesto hand, he does 
not believe the customer . 

Igtfstbe Impression of. 
apeaking to ah automaton. 
We expect people to haven 
ccmvers a t lu n w lth -ihe - 
customer”. 

If it werenot forthefect 
that stuff never meet the _ 
customers it te modi like ' 
anyothra-lHEdneffi. 

James Buxton 


By the year 
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there will be over 


250, 


000 


people employed in 

UK call centres. 
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Come to where the capacity is. Come to Wales . 

Deramomtor predicts mormons puiriii in call court epererions rntbin ike netf 
few yean. Wttfc tome 40 Call centra aim* ty established, HUa has the tomato 
m mm dns expansion. The Wish workforce is both feariUe and committed, 
pmoUing tome of die UK’s best mine labour turnover rotes, for more 
information tall dm Hi ilk Deve lo p me nt Agency on +44 1445 94 35 00. 
INTERNET: hop:// www.wda.eo.uk/idveft/ 
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8^00 were in Glasgow. 

During 1997 First Direct, 
the telephone banking sub- 
sidiary of HSBC, announced 
an operation at Hamilton, 
Lanarkshire, which will 
eventually employ 5,000 
people. Midland Bank 
opened a centre in Edin- 
burgh, while Bank of Scot- 
land chose to set up in 
Motherwell, More than 6,000 
people applied for the first 
100 jobs after Cable & Wire- 
less selected BelMiiH. 

Last month Tony Blair, 
the prime minister, 
announced that the US com- 
pany TeJetech was to create 
500 jobs at a centre in Glas- 
gow, joining long-established 
operators such as BT, Brit- 
ish Airways, Lloyds TSB, 
Direct Line and. many oth- 
ers. 

Ewan Gowrie, chairman of 
the Call Centres Association 
and development director of 
TSC, a can centre operator 
In Scotland, says part of the 
country's success in winning 
call centres is due to the ini- 
tiative shown by some of the 
local enterprise companies, 
the Scottish equivalent of 
TECs. 

Mr Gowrie singles out 
those in Glasgow, Lanark- 
shire, Forth Valley and Fife. 
He says financial assistance 


from public sector bodies is 
often important to compa- 
nies in deciding where to 
locate call centres, although 
factors such as the availabil- 
ity of suitable labour also 
count. 

The Glasgow Development 
Agency, which focused on 
call centres in the early 
1990s when its lack of green- 
field sites made it almost 
impossible to attract manu- 
facturing investment, has 
helped to upgrade the indus- 
try by developing a certifi- 
cate in introductory call cen- 
tre skills, offered by the 
Scottish Qualifications 
Authority. 

Last year it launched a 
campaign with employment 
agencies to make call centre 
employment known to more 
people in Glasgow. Stephen 
Running , of the GDA, insists 
that the Talking Jobs cam- 
paign was intended to avert 
a potential shortage of appli- 
cants for call centre jobs, not 
to alleviate an actual short- 
age, as has been suggested 
by some of Glasgow's rivals 
south of the border. 

“With less than 2 per cent 
of the city’s population 
working in call centres the 
idea of a labour shortage is 
absurd,” he says, The public- 
ity campaign was considered 


useful as most people haw 
never seen the inside of a 
call centre, while negative 
stories about the work circu- 
late. The campaign enabled 
centres and agencies to 
build up databases of people 
wanting to undertake such 
work. 

The early development of 
pan centres in Scotland has 
triggered the growth of a 
network of specialised sup- 
pliers, providing anything 
from to space man- 

agement. As well as operat- 
ing a 100-seat call centre at 
Rothesay, on the Isle of 
Bute, TSC has a systems 
integration team which sets 
up computer and telecom- 
munications arrangements 
for other call centres, with 
specialists travelling all 
round Scotland. 

The Isle of Bute, a half- 
hour ferry journey across 
the Firth of Clyde, has 
proved a canny choice for a 
call centre, according to 
Alistair Kay. TSC's sales and 
marketing manager. 

The population of this 
declining seaside resort is 
both well educated and sta- 
ble: the centre has had 
almost no staff turnover. 
“That means that the people 
working on a particular cli- 
ent's account are the same 


people who were doing the 
job the year before." Mr 
Gowrie has says. "It's tanta- 
mount to having the people 
working in your own opera- 
tion.” . . 

Because Bute is covered 
by Highlands and Islands 
Enterprise. TSC benefited 
heavily from grants ana 
other assistance. This year it 
announced it would open a 
second centre in the HIE 
area at Dunoon, and it is 
considering setting up 
operations In Oban, in 
Argyll, and Dingwall, near 
Inverness. The French com- 
pany Cap Gemini was 
another pioneer of call cen- 
tres in the Highlands, with 
operations at Forres and 
Inverness. 

The industry can operate 
easily in rural as well as 
urban Scotland because of 
the investment that BT and 
hie have made in telecom- 
munications in the High- 
lands and Islands. 

As for the Scots accent, Mr 
Gowrie says it is a “serious 
bonus" that it is perceived as 
more trustworthy than some 
other British regional 
accents, but adds: "No one is 
going to move a £3m busi- 
ness from the south of 
England to Scotland just for 
the accent" 



Telecoms carriers such aa Energb are budding cafl centra features into theta 1 networks to manage incoming cafls 


TECHNOLOGY 


Outlay is quickly recouped 


Joia Sfiillingford reports on some of the 
advances being made, particularly in 
software, as business surges in Europe 


Next time you pick up a 
telephone to buy a cinema 
ticket or query a bill you 
win probably be talking to a 
regional call centre. 

When you phone an 0800 
number to order a personal 
from DeD'yon are 
’ ’li to: .its Irish 
And! when you 
Cinemas to book 
you are put 
2 go - a call centre in 
Scotland.' 

Call -aspires are springing 
op everywhere because the 
technology is cheap and the 
payback is quick. 

According to London- 
based researchers Ovum, a 
typical small call centre with 
40 seats costs $2^00 per seat 
to set up in Europe. This 
includes a telecoms switch, a 
computer telephony integra- 
tion (CTT) gateway and CTI 
software, and perhaps an 
upgrade to the company's 
server computer. Computer 
telephony integration inte- 
grates telecoms and com- 
puter technology so that, for 
example, when a customer's 
phone number is detected, 
his or her details come up on 
screen. 

The good news is that a 
small call centre can pay for 
itself in extra revenue in as 
little as four months. The 
most expensive elements of 
setting up a call centre are 
systems integration consul- 
tancy. - to make the 
telephone system and com- 
puters work well together - 


and the Cn software. 

Even in a worst case sce- 
nario, a small call centre will 
cost around $14,000 a seat to 
set up and have a payback 
period of 19 months. A huge 
call centre at 100 seats costs 
: motip to net up but the cost 
per head is lower. > 

; A, typical payback period, 
according to Ovum's report/ 
is IQ weeks for a large can 
centre. 

GUI centre demand is 
buoyant as. Europe increases 
its business done by tele- 
phone rather than face to 
face. Ovum estimates that 
this year there will be 

244.000 UK can centre seats 
equipped with computer tele- 
phony integration software. 
By 2002, this will rise to 

542.000 seats, the company 
predicts. 

Meanwhile, “UK revenue 
from CTT in call centres win 
rise from $353m this year to 
$440m in 2002,” says Madan 
Sheina, a consultant at 
Ovum. In the US, the market 
is largely being driven by 
software upgrades. “Soft- 
ware is now the main differ- 
entiator in the effectiveness 
of call centres," adds Mr 
Sheina. 

In addition to rapid 
growth there are three key 
trends in the cafl centre mar- 
ket. he says. First is the 
growth of informal call cen- 
tres. This is where call cen- 
tre technology is applied 
to a general business area 
rather than a structured 


function such as sales. 

On a micro level, CTI fea- 
tures are starting to be built 
into desktop software such 
as contact manager or per- 
sonal organisers. 

The second trend is the 
use of distributed call cen- 
tres where incoming calls 
are shared between more 
than one centre, or even 
passed to call centre staff 
working from home. This 
requires heavy support from 
technology. 

The third trend is growing 
integration between call cen- 
tres and the internet. “Op 
some web sites on the inter- 
net a caller can press a but- 
. ton and be routed through to 
a call centre," says Mr 
Sheina. “On others, there’s a 
callback feature where the 
user sends an email request- 
ing a phone call at a particu- 
lar time.” 

Moreover, “successful web 
sites often have large call 
centres behind them," says 
Bob Scott, director of elec- 
tronic commerce and cus- 
tomer care at Cap Gemini, 
the European computer ser- 
vices company. 

There are two main types 
of call centre — inbound awl 
outbound. Sometimes an 
in boun d call centre win have 
a CTI server computer tiwt. 
captures the calling line's 
number from the telecoms 
switch. 

An alternative to using 
caller ID is voice recognition 
software. This allows the 
name to be matched against 
an information database to 
bring up de tails of that cus- 
tomer’s previous calls. 

Interactive voice process- 


ing software can be used to 
provide skills-based routing 
instead. This is when the cal- 
ler chooses between a menu 
of different prompts to be 
passed on to the appropriate 
at the call centre. 

Automatic call distribu- 
tion software is used to 
make sure calls are distrib- 
uted evenly between the dif- 
ferent call centre agents. If a 
call needs fi-.^e transfferred 
to another ^gent, voice and 
data transfix software make 
it possible to . transfer details 
about the call, along with 
the call itself. 

Similar technology Is used 
in outbound call centres 
with the addition of predic- 
tive dialling, where the sys- 
tem d ia ls and redials num- 
bers for the agents. There 
are also some integrated 
suites of software available 
for the larger call centres. 

But Cap Gemini’s Mr Scott 
says: “Companies often 
make the mistake of think- 
ing that their inbo und and 
outbound call centres are 
interchangeable and that 
one can easily handle over- 
flow from the other. This Is 
not the case because the 
type of people «tn~iis needed 
for handling enquiries 
(inbound) and selling (out- 
bound) are very different 

“People often damage an 
expensive sales campaign by 
putting the wrong staff on 
the phone, or putting them 
on without adequate train- 
ing." 

Nevertheless call centres 
are here to stay. “They will 
become part oT the fabric of 
business life,” says Mr 
Sheina. 


The lure of the Welsh lilt lives on 


Continued from Page 8 

good impression on the 
company’s sales all over the 
UK." says Henry Bngalhardt. 
managing director of 
Admiral Insurance Services, 
which employs GOO people in 
Cardiff and Swansea. 

To ensure the workforce is 
backed with the right skills, 
training agencies have Bet 
up a range of programmes 
targeted at the call centre 
industry, including a special 
vocational qualification 
pioneered in Scotland. 

Of vital importance, too, 
the WDA boasts good 
telecommunications 
networks, provided by BT, 
Mercury, and CableTel, 
which is investing £4Q0m in 
Wales, and the agency can 


offer a range of sites across 
the principality. 

At 12 key locations, 
planning permission and 
facilities have been put in 
place for call centres for 20 
to 200 staff and these can be 
built and fitted out in six to 
12 months. At two sites, one 
in Swansea and one at St 
Asaph in north Wales, 
speculatively built centres 
are under construction. 

Apart from practical 
advantages, some of these 
locations also offer an 
attractively high quality of 
life, claims Enid Rowlands. 

“From my window [at the 
St Asaph site] I can see the 
blackthorn in bloom and we 
can watch the foxes at 
lunchtime... if you want a 
high quality physical 


environment for your 
workforce, there are a range 
of locations, particularly in 
the more rural parts of 
Wales. 1 * 

With most of Wales 
covered by assisted area 
status, investors are offered 
fin ancial packages and help 
with buying or leasing 
property, training staff, and 
installing infrastructure 

As a result, the WDA 
claims companies' running 
costs in Wales win be among 
the lowest in the UK: from 
£900,000 to £i4m a year for a 
small operation and £70m to 
£&.7m for a larger project. 

-This compares with more 
than £L4m and £9.5m and 
above respectively in 
Birmingham, London and 
Manchester. Only a few 


centres, such as Dundee, 
offer a cheaper price at both 
levels. 

Within Wales, it ia the 
south-east and north-east 
corners which have won the 
lion’s share of can centre 
investment so for, and Car- 
diff and Newport recently 
launched a special initiative 
to attract further Jobs. 

Beyond this affluent 
pocket, the WDA sees call 
centres as a key to creating 
jjf 111 the J^ s Prosperous 
™ «gions of 

west and mid Wales. 

In thea areas, the ‘strategy 
of targeting small special^ 
projects makes most sense: 
spreading the risk of any job 
losses and offering better 
paid, long-term jobs where 
they are needed most 
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Confidence has returned but observers 
are concerned that the reform 
programme is in danger of running out 
of steam, reports John Burton 

A test of the 
public will 


A visitor to Seoul *Ms spring 
might be forgiven for 
thinking that Sooth Korea 
□ever underwent a severe 
financial crisis last winter. 

The Lotte department 
store, the city’s biggest, is 
filled with shoppers who 
were staying at home just a 
few months ago. Traffic jams 
have returned to the streets. 
Restaurants are jammed. 

Korea's success in 
rescheduling $22 bn in 
foreign debt after the 
International Monetary 
Fund provided a $58.5bn 
rescue package in December 
has created a sense of 
confidence that the nation 
has dealt with the worst of 
its financial crisis. 

But observers are warning 
that Koreans may be 
becoming too relaxed and 
the economic reform 
programme Seoul promised 
the IMF it would implement 
is in dang q- of running out 

Real GDP growth 

Annul % tfsnge ■ 


of steam. “The sense of 
urgency is less than it was a 
few months ago,** Mid You 
Jong-keun. a top economic 
adviser to the new president, 
Kim Dae-jung. 

“The greatest danger to 
economic reform Is 
complacency. Korea has to 
move quickly to maintain 
momentum,” said William 
Rhodes, Citibank vice 
chairman, who helped 
arranged the nation’s foreign 
debt deal with 134 
internati onal h»nbi 

The truth of the matter is 
that Korea has stni not fully 
addressed the structural 
problems of its economy, 
including debt-heavy 
industrial groups, insolvent 
banks, and growing 
unemployment, despite an 
impressive array of policy 
initiatives by the new 
government 

“Restructuring at the 
regulatory and macro levels 
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ls proceeding quickly. Now 
the focos must be on what is 
going an at tbe micro level, " 
said ^m Hun-soo, research 
head for Merrill Lynch In 
Seoul. 

Corporate debt poses the 
biggest problem since it 
nearly brought down the 
undercapitalised banking 
system as bankruptcies 
increased last year, 
triggering the foreign debt 
crisis. Total corporate debt is 
estimated at nearly twice the 
gross domestic product. 

This excessive ‘ amount is 
difficult to service as the 
economy plunges into a 
recession. Corporate losses 
are likely to balloon this 
year after listed companies 
reported total losses of 
Won4£00bn in 1997 despite 
5.5 per cent growth in GDP. 

There are few possibilities 
of new rights issues to raise 
capital because corporate 
credit ratings are poor. The 
IMF has imposed high 
interest rates to stabilise the 
currency, but this is 
squeezing companies 
further. 

Troubled conglomerates, 
or chaebol, are still being 
propped up by emergency 
bank loans instead of bong 
allowed to fafl. Nearly 40 per 
cent of bank credit in the 
past six months has been 
emggency loans. 

This has created a 
perverse situation in which 
distressed companies are 
receiving loans, while 
healthy businesses are being 
denied credit 
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The banks are reluctant to 
apply pressure because more 
bankruptcies would swell 
the amount of 
non-performing loans, which 
could wipe out bank equity 
and lead to closures. 

Although the official 
estimate of non-performing 
loans last year was pegged 
at 6 per cent of total lending, 
analysts believe the true 
figure, using tougher 
international criteria, was at 
least 15 per cent - a figure 
which could jump to 30 per 
cent this year if more big 
bankruptcies occur. 

The Korean government, 
worried abont growing 
unemployment, has 
supported giving credit to 
ailing companies. It recently 
encouraged banks to roll 
over maturing commercial 
paper to prevent a credit 
crunch. But this has 
increased moral hazard. 

Sprawling conglomerates 
have shown few signs of 
undertaking extensive 
restr u cturi ng. “The chaebol 
are hoping to ride out the 
storm," said Richard 
Samuelsoc, branch manager 
for SBC Warburg Dillon 
Reed. 

Industrial groups are 
betting an a rise in exports, 
helped by a cheap currency, 


to generate cashflow. But 
analysts doubt whether this 
win occur as demand, slumps 
in the rest of Asia. Korea’s 
biggest export market 

The chaebol are cutting 
investments to save money. 
But they are resisting efforts 
to sell large chunks of their 
industrial empires «nr! focus 
on core businesses. Foreign 
investors are little interested 
in the unprofitable corporate 
offerings being put on the 
auction block. 

Executives are struggling 
to change attitudes that 
emphasise market share 
rather than profits, while 
they are still uncomfortable 
with the concept of 
answering to minority 
shareholders. 

Pressure on the chaebol is 
mounting. New laws require 
them to Improve corporate 
transparency. abolish 
cross-payment guarantees, 
reduce heavy debts, and 
make chaebol owners 
assume management 
responsibility. The question 
is how quickly the 
conglomerates will respond. 

The slow pace of their 
reform could trigger social 
iimesL Trade unions made 
an unprecedented deal in 
February to accept the end 
of lifetime employment 


guarantees, based on a 
promise that the chaebol 
owners would give up seme 
of their economic power and 
make themselves more 
accountable. 

Some workers feel they 
hr \ o been betrayed. “1 
consider (the labour reform 
deal) as good as broken 
because it is only w o r kers 
who are forced to bear the 
brunt of the ong oin g crisis,” 
said Lee Kap-yong, a 
hardline labour activist who 
was recently elected head of 
the dissident Korean 
Confederation of Trade 
Unions. 

His threats of staging a 
general strike carry weight 
as unemployment reaches a 
level not seen in at least two 
decades. 

With 10X00 workers losing 
their jobs daily, 
unemployment Is expected 
to reach at least 10 per cent 
this year. But social benefits 
are still meagre despite 
gov e rnment plans to spend 
WomfMWObn on relief and Job 
training schemes. 

President Kim’s efforts to 
push through reforms have 
been hampered by a political 
stalemate with the 
opposition Grand National 
party, which controls 
parliament, while he must 


shar e power In a coalition 
government with a 
conservative partner. 

The GNP. which lost 
power in the December 
presidential election, has 
used its slim majority in the 
National Assembly to block 
approval of the appointed 
prime minister, Kim 
Jong-pil. It has also 
attempted to weaken reform 
legislation because of the 
centre-right party's close 
links with the chaebol and 
bureaucratic old guard. 

The new government Is 
praised for showing the 
political will to implement 
reform and is being assisted 
by a good economic team. 
The danger, however, is that 
any slowdown in momentum 
will allow vested interests to 
regroup and resist any 
changes that threaten thwn- 

Deregulation could suffer 
because of bureaucratic 
inertia, and corruption is 
still a problem. The 
president has attempted to 
tackle thin by trimming the 
powers of the finance 
ministry, which wielded 
immprHn* influence over the 
economy. 

Mr Kim has also focused 
on educating the public so as 
to overcome resistance to 
reform and he has been 


blunt about the sacrifice 
involved. “All of us are 
being asked to shed sweat 
and tears now." he said in 
his inaugural speech two 
months ago. 

Koreans, still reacting to 
the legacy or Japanese 
colonial rule that ended in 
1945. have long opposed 
foreign investment ns 
economic exploitation. 

But public criticism of 
foreign takeovers has been 
muted in response to Seoul's 
pronouncements that such 
investments are the only 
way to save the economy. 

Seoul is pressing ahead 
with Dying to attract foreign 
investment, opening new 
areas, such as the right to 
buy property. Support for 
reform is still strong, with 
polls showing 65 per cent 
approving the effort. 
Nonetheless, there are 
disturbing signs of 
resistance, such as boycotts 
of imported consumer 
products. 

If the president can retain 
popular support, be has a 
fighting chance to succeed 
and revive Korea’s 
competitiveness in global 
markets. But the coming 
months will test the public 
will to an unprecedented 
degree. 



. «>*r v r - • - - 







In every crisis, there’s risk and there’s opportunity. 


The Chinese word ‘ft#’ meaning crisis, pronounced 
-Wegf in Korean, stands for risk(We) and opportunity^). 


Let’s all focus on a world of opportunities. 
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'Export or die’ 
has never been 
more relevant 
as recession 
tightens its grip 

For three decades the 
watchword of the industriali- 
sation progr amm e Which 

made Korea the world's elev- 
enth richest economy has 
been export or die. But never 
has the pressure to pat the 
axiom into practice been 
more urgent than today. 

With Korea's economy 
plunging into deep recession, 
and its main industries 
struggling under the weight 
of massive debts, hopes of 
generating the income 
needed to spur recovery and 
keep the corporate sector 
solvent depend crucially an 
increased export earnings. 

At first glance Korea 
seems well placed to meet 
the challenge. It is the 
world’s largest shipbuilder 
and producer of D-Ram 
memory chips, the fourth 
biggest car exporter and the 
sixth largest steelmaker. 

Weak domestic demand 
has freed potential export 
capacity in all these indus- 
tries while the steep depred- 
ation of the won should 
sharpen their international 
competitiveness. 

Although Korea's trade 
balance has moved into sur- 


plus since the onset of the 
financ ial crisis in November, 
the improvement is largely 
due to a sharp fall in 
imports. 

Exports have only edged 
up and many independent 
economists expect a 10-15 per 
cent rise is volumes this 
year, much less than some 
had previously forecast 

The immediate cause of 
the disappointing perfor- 
mance is soaring interest 
rates and a brutal credit 
squeeze, which have made 
trade finance hard to oome 
by. 

The crunch has been exac- 
erbated by the shaktness of 
Korea's banking system, 
which has made foreign 
banks and trade finance 
houses cautious about 
accepting letters of credit 
Issued by its financial insti- 
tutions . 

Recently there have been 
signs that conditions are 
starting to ease, though few 
economists expect interest 
rates to fall fast. But, in 
addition, other daunting 
obstacles and uncertainties 
stand in the way of Korean 
industries' efforts to compete 
more effectively on interna- 
tional markets. 

“Export businesses face 
great difficulty,” says Cha 
Dong-se. president of the 
Korea Development Insti- 
tute. a government think- 
tank. 


K a s 

1 . . • mr . . 


“There will be no big 
w indfall profits from devalu- 
ation,” adds Stephan Marvin, 
head of research at Ssan- 
gyong Securities. 

Probably the most serious 
handicap is that almost half 
Korea's exports go to other 
countries in Asia. Japan, its 
second biggest market 
worldwide and destination 
for about a fifth of its total 
exports, is teetering on the 
brink of. recession, while 
most south-east Asian mar- 
kets are sharply cutting 
imports. 

China, an increasingly 
important market for Korean 
exports of steel and interme- 
diate manufactured products 
during the 1990s, faces 
slower growth. Concern is 
growing In Seoul that con- 
tinued weakening will lead 






Financial pressures. Investors wfthtfraw funds from a Korean brokerage house 


BANKING • by Bethan Hutton 


Weighed down by 
bad-debt burden 


The big question 
now is how to 
boost capital 
levels at the 
remaining banks 

The Korean banking system 
is in crisis, but analysts say 
the situation could get much 
worse before it gets better. 

Years of lending decisions 
based an corporate links or 
political directives rather 
than credit analysis, and 
over-investment by large 
Korean companies in non-vi- 
uble projects, mean that bad 
loan ratios at most Korean 
banks have soared. 

Estimates vary, but it 
seems likely that between 
15-30 per cent of ail h ank 
loans are to some extent 
non -performing, and more 
than half of those wilt have 
to be written off. 

The bad-debt burden bas 
eroded bank capital to dan- 
gerous levels. Half Korea's 
merchant banks have been 
closed down, and two com- 
mercial banks have been 
effectively nationalised. 
Korea First Bank and Seoul 
Bank, which had non-exis- 
tent or negative capital 
ratios, are being propped up 
by the government until a 
buyer - preferably foreign - 
or same other rescue method 
can be found. 

The IMF has given the rest 
of the banking system two 
years to bring itself up to 
international standards of 
capital adequacy, meaning a 
minimum level of 8 per cent. 

Most Korean banks fell 
below the 8 per cent capital 
adequacy level by the end of 
last year, and will have 
slipped further since. 

The half dozen that still 
look relatively healthy are 
mainly those with foreign 
links and capital - Koram 
Bank and Hana Bank, for 
example - or those which 
were not so exposed to the 
corporate market, such as 
the Housing and Commercial 
Bank. 

The big question now is 
how to boost capital levels at 
the remaining banks. The 
amount of capital needed is 
a moving target, as daily cor- 
porate bankruptcies increase 
the size of bad-loan portfo- 
lios. 

The government-linked 


Korea Institute of Finance 
recently estimated that by 
the end of this year bad 
loans at Korean financial 
institutions would amount 
to Won58.000bn, and that at 
least Won62,000bn would be 
needed to recapitalise the 
financial system. 

Stephen Marvin, head of 
research at Ssangyong Secu- 
rities in Seoul, said the KIF 
figures showed that officials 
wore becoming more realis- 
tic about the extent of the 
problem, but his own calcu- 
lations still produced higher 
bad debt totals. 

He thinks at least 
Won lOO.OOObn-Wonl lO.QOObn 
will be needed to recapitalise 
the sector. 

One step In the process 
was taken last year, before 
the crisis erupted, with the 
establishment of the Korea 
Asset Management Corpora- 
tion. modelled on the Resolu- 
tion Trust in the US. 

This is a government- 
backed institution which 
buys up non-performing 
loans from banks and other 
financial institutions, and 
aims to recoup the cost by 
collecting the loans, selling 
off collateral, or possibly 
securitising the debt 

The problem is that the 
KAMC has a budget of 
Won30,00Qbn of which it has 
already spent Won7.500bn. 

The government may have 
to pump further money in, 

but it hag many other wlk 

on its limited resources. 

Another concern is that 
the KAMC may have been 
paying out too much for the 
loans. It has been taking on 
the loans at discounts of 
between 25 per cent and 75 
per cent, depending on 
whether they are backed 
with collateral 

The majority have prop- 
erty holdings as collateral 
so the discount is less. 

Property prices have risen 
steadily in Korea over the 
past two decades, but it has 
not experienced the kind of 
speculative property boom 
seen in Japan or some parts 
of south-east Asia. 

There is nonetheless con- 
cern that valuations of the 
property held as collateral 
for many loans may now be 
over-generous, given the glut 
of property on the market, 
and absence of buyers. 

The KAMC cannot be the 


only solution to the banking 
sector's problems, but other 
options are limited. 

Equity issues are unlikely 
to fill the need, given the 
amount of capital required, 
and the fact that many 
banks' share prices have 
fallen below par value. 

Some of the stronger 
banks have made successful 
rights issues recently, but 
the ones most in need of 
funds are unlikely to attract 
them. 

Finance ministry officials 
are hoping that healthier 
institutions, particularly for- 
eign ones, will take over 
struggling banks. 

Objectively, however, 
there seems little reason for 
buyers to snap up deeply 
troubled banks, particularly 
when the full extern of their 
bad loans is not yet clear. 

Citibank, which bas 
operations in Korea, is seen 
as the most likely candidate 
to boy all or part of Seoul 
Bank or Korea (first - both 
have branch networks which 
would provide it with an 
easy way to expand its posi- 
tion in Korea. HSBC is 
another possible candidate. 

However, banking analysts 
agree that no one is likely to 
take either bank on unless 
the government relieves 
them of their bad loan port- 
folios and provides a guaran- 
tee against any hidden prob- 
lems. 

The government had origi- 
nally planned to sell the two 

banks by the end of Febru- 
ary; the current deadline is 
November. 

It has even said it would 
consider selling large stakes 
in the two banks to chaebol 
industrial groups, which are 
now banned from substan- 
tial involvement in banking. 

But it seems the banking 
crisis is so acute that strong 
action will have to be taken. 
This will be a relief to some 
in Korea, who have been 
looking with concern across 
the water to Japan, where 
action to restructure the 
financial system was repeat- 
edly delayed by political and 
commercial concerns- 

Korea cannot afford to 
attempt partial solutions: If 
the economy is to get hack 
on its feet, the government 
cannot still be fiddling with 
the mess in its banking sec- 
tor a decade from now. 
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to a devaluation of the yuan 
later this year. 

That would reduce China's 
imports further, at least in 
the short term, and could 
trigger a spiral of competi- 
tive devaluations In Asia 

Prospects in the West look 
equally troubling. In the US, 
where Korean exporters' 
market share has been In 
steady decline for a decade, 
they face fiercer competition 
from other parts of Asia 
whose national currencies 
have also fallen. 

There is also the risk that 
successful inroads into US 
and European markets 
would trigger a protectionist 
backlash there. 

That danger is increased 
by the fact that some indus- 
tries in which Korea is a 
leading international com- 


Export drive. But it b gong to be an upMH struggle 


petitor, notably care, axe suf- 
fering from worldwide 
excess capacity which is 
depressing profits. 

Korean car producers con- 
tributed substantially to the 
glut with huge expansion 
programmes in the mid- 
1990s, which weak demand 
at home is now forcing them 
to cut back. 

S imilar doubts cloud the 
outlook for exports of 
D-Rams. These widely used 
microchips have been the 
mainstay of Korean indus- 
try's export earnings since 
the mid-1990s, when they 
accounted for roughly a 
quarter of total exports. 

That share has since fallen 
to 10-15 per cent as intense 
worldwide competition has 
canned prices to soften. 

Korean producers have 


responded by trimming 
capacity and accelerating 
the launch of the latest 64- 
megablt chips which carry 
fatter marg ins. But It is still 
not clear whether these 
moves go far enough. 

Some Industry watchers 
are forecasting a fall in 
64MB D-Ram prices of as 
much as 60 per cent this 
year, which could erase 
much of Korean producers' 
profit. 

Nor is it clear that cur- 
rency devaluation will do 
much to help their bottom- 
line results. 

Although Korea's top 
three D-Ram makers export 
nearly all their output, and 
most of their operating costs 
are in won, their fixed costs 
are largely financed by dol- 
lar borrowings. 


According to SBC War- 
burg Dillon Read, the finan- 
cial impact on them of the 
fan in the won is slightly 
negative. 

The perverse effect of 
devaluation is not unique to 
semiconductor makers. 
Korea's export industries 
suffer from a broader struc- 
tural weakness. 

The country’s failure to 
develop a strong base of 
indigenous suppliers and 
sub-contractors, as Japan 
bas done, means many man- 
ufacturing companies are 
assemblers which rely 
heavily on imports of critical 
components a nd machinery. 

In manufacturing industry 
barely half of aD value-added 
is generated locally. As a 
result much of the competi- 
tive advantage which export- 


ers stand to gain flew# deval- 
uation is wiped out by 
higher prices for imported 
inputs. 

Many oT the best-perform- 
ing exporters since Novem- 
ber arc in heavily labour-in- 
tensive sectors such as 
textiles, clothing and foot- 
wear - ironically. Korea’s 
leading exporters before 
industrialisation. 

The country's newer 
export industries face a 
tougher struggle to achieve 
profitable growth. 

Whatever gains they reap 
from shifts in the exchange 
rate will need to be supple- 
mented by painstaking 
efforts to reduce foreign 
debt, cut costs and Improve 
productivity. 

That battle has only Just 
begun. 
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The successes 
may be blinding 
the world to the 
serious problems 
that remain 

Over the past few weeks. 
South Korea has been receiv- 
ing plaudits for its success in 
tackling its financial crisis. 
It. took Korea same time to 
accept the necessity of inter- 
vention from the Interna- 
tional Monetary Fund but 
since agreeing to the $58J5bn 
rescue package - with accom- 
panying conditions • it has 
proved a model pupil 

Michel Camdessus, the 
IMF’s managing director, 
last week praised Korea’s 
progress, saying that it was 
recovering faster and regain- 
ing international confidence 
quicker than he expected. 

More tangible signs of out- 
side approval came with the 
Korean government's suc- 
cessful launch of a $4bn 
bond issue earlier this 
month, and last month's pri- 
vate sector agreement to res- 
chedule about 822 bn of the 
Korean corporate sector's 
short-term overseas debt 

This was seen as a cause 
for much self-congratulation, 
as foreign lenders responded 
much more positively than 
had been expected. They 
agreed to roll over almost an 
the debt requested, at lower 
than e x pecte d premiums to 
Libor and at longer maturi- 
ties. 

But some observers are 
warning that these successes 


may be creating compla- 
cency and blinding the world 
to the serious problems that 
remain. 

Many of the financial 
reforms imposed by the IMF 
as conditions for the bail-out 
are measures that Korea - 
both the state and private 
sector - has been resisting 
or delaying for years. They 
may have come too late to be 
helpful In the current 
extreme circumstances. 

At first glance, the list of 
reforms is Impressive. Stock 
and bond markets are being 
frilly opened to foreign inves- 
tors. 

The central bank has been 
given independence in set- 
ting monetary policy. The 
new government has prom- 
ised that all controls on capi- 
tal flowsin and out or Korea 
will be lifted on July 1, 
including full foreign 
exchange liberalisation. 

In addition overseas buy- 
ers will be free to buy almost 
any Korean company, even 
in a hostile takeover. Most of 
Korea's property market will 
also be opened to foreigners. 

Many of the reforms are 
long overdue. Korea has 
more than once been 
accused of opening the door 
to foreign money only when 
it is seen as necessary for 
the country's financial 
health, not when foreign 
Investors are clamouring at 
the door. 

Over the past few years, 
the limit for foreign invest- 
ment in Korean shares has 
been raised several times, 
but usually only when the 


stock market looked in need 
of an injection of new funds. 

So far, foreign investors 
are co-operating to some 
extent with the govern- 
ment’s plans. More money 
than many analysts expected 
has- flowed info Korea this 
year, in the form of portfolio 
investments which have 
boosted the stock market at 
least temporarily. 

Direct investments will 
take longer, but once made, 
are more stable. However, 
there are signs that Korea 
still has an inflated view of 
its own attractiveness to for- 
eign capital. . ; 

Henry Morris, director of 
IRC, a business development 
company in Seoul, says that 
although IMF-inspired finan- 
cial reforms have technically 
opened the door to foreign 
investors, there, are still 
many impediments. 

He cites the accounting 
system, where the treatment 
of bad debts is incompatible 
with Western accounting 
practices, as a big disincen- 
tive to potential foreign buy- 
ers looking at Korean finan- 
cial institutions. ’ " 

Lack of disclosure, and 
potential future, liabilities 
arising from debt, guaran- 
tees, are also putting off buy- 
ers. Mr Morris thinks that 
government hopes of finding 
foreign buyers or merger 
partners for afling banks and 
brokerages are unrealistic in 
present circumstances. 

Praise from the IMF, how- 
ever, does not mean that 
Korea’s domestic. economic , 
performance is looking good. 
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Wind of change 


It concedes that the Korean 
economy is likely to shrink 
by l per cent this year, and 
even that estimate is opti- 
mistic compared with many 
private sector economic fore- 
casts, which put growth at a 
negative 3 to 5 pa* cent this 
year. 

While it appears to be 
doing well in sorting out 
Koreans overseas debt prob- 
lems, the IMF bas not been 
involved in trying to resolve 
the even bigger burden of 
domestic corporate debt. 

Many Korean companies 
are leveraged by 300 per cent 
or more, and most of that 
debt is owed to domestic 
banks. Interest rates are still 
cripplingiy high, at around 
20 per cent, but they cannot 
be lowered yet because of 
IMF conditions and the dan- 
ger of triggering another run 
on the currency. 

Stephen Marvin, of Ssan- 
gyong Securities in Seoul, 
warns that Korean compa- 
nies need $4bn a month to 
service their domestic debt, 
but they are generating 
nowhere near enough cash 
flow. 

He sees a scenario unfold- 
ing in which unmanageable 
levels of corporate debt 
cause an implosion of the 
banking system later this 
year, probably by the end of 
the summer. 

This would require the 
government to take urgent 
action to recapitalise the 
financial system, but it is 
still not clear where this 
money would come from. 
Korean public finances have 
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been relatively healthy, but . 
this is changing with felling 
tax revenues and growing 
demands on government 
finances due to the econo- ‘ 
ray's collapse. 

The $4bn raised in the gov- 
ernment's first overseas 
bond issue since the crisis 
does not appear to be ear- 
marked for the financial sys- 
tem. Instead, it will probably 
be used to boost foreign 
exchange reserves, and help 
pay for the growing calls on ( 
the social security system, 
particularly unemployment ' 
benefits. 

More cash may be raised 
with further forays into 
international capital mar- 
kets, particularly if the rat- 
ings agencies upgrade Kor- 
ean sovereign debt to 
investment-grade status. . 
from its current junk-bond . * 
level. But there is likely to • . 
be increasing competition 
for funds, as other crisis-hit 
Asian economies return to 
the bond markets. 

The government appears 
to be pinning its hopes for 
the survival of the domestic 
economy and the financial 
system on two things: mas- 
sive export growth, and a 
large inflow of foreign 
money. 

The financial reforms 
undertaken or promised - 
have certainly improved the 
likelihood of the latter, but 
even more far-reaching 
changes may still be needed. 

It takes more than the sim- 
ple removal of barriers to 
make a market attractive to 
investors. 
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Companies hit 
by the crisis 
are having to 
adjust quickly to 
the real world 

After decades of being 
shielded from outside compe- 
tition. and protected from its 
own shortcomings. Korea's 
financial industry is sud- 
denly having to adjust to the 
real world. 

The dire state of the Kor- 
ean banking sector has been 
dominating the headlines, as 
institutions collapse and 
both the state and private 
sector search for solutions to 
the banks’ capital shortage. 
But the problems are not 
confined to big commercial 
banks. 

Half the country’s mer- 
chant banks have been 
ordered to close their doors, 
and some of the survivors 
are still looking in a precari- 
ous state. 

At least two securities 
companies have fallen vic- 
tim to the stock market 
crash and problems with 
loan guarantees: Coryo Secu- 
rities and Dongs uh Securi- 
ties are both under suspen- 
sion until the end of this 
month, and their bankruptcy 
appears inevitable. 

Other brokers are barely 
holding themselves together, 
with combined losses in the 
sector reaching Won770bn 


over the year to the end of 
March. Even credit unions 
are struggling with bad 
debts and faffing deposits. 

No life insurers have yet 
collapsed, but the apparent 
calm Is thought to be hiding 
serious problems. The life 
insurance sector expanded 
rapidly over the past rf grade 
as new entrants were 
allowed into the market in 
1988 and 1989. 

The problem kg that mast 
of the new groups did not 
have any experience in the 
life insurance business, and 
they thnn ght market share 
was the best thing to go.for, 
says one asset manager. 

Quality of business was, 
therefore, low, and in the 
race for new business, many 
insurers offered high guar- 
anteed returns, and invested 
In high-risk areas to. try to 
generate those returns. They 
are now suffering the conse- - 
quences. 

Brian Hunsaker, fi nancial 
sector analyst at Dresdner 
Klein wort Benson in Seoul, 
says: “Life insurance is a 
very big part of the financial 
sector, but the life compa- 
nies’ problems are not bo 
widely known. There are 
signs that the government is 
. going to do something about 
the sector." 

What form any action will 
take is not yet dear. The 
government is also being 
called upon to bail out the 
banking sector, and does not 


have the funds to do so. ' 

Even before the crisis, 
erupted, plans were under 
way to revitalise Korea's 
ffwanrtai industry by remov- 
ing barriers between differ- 
ent areas of financial ser- 
vices, allowing banks, 
brokers, insurance compa- 
nies and others to venture 
into each other’s territories 
or link up with each other. 

The deregulatory process 
may have been accelerated 
by the recent shock, but the. 
financial institutions them- 
selves may not be in a fit 
state to take advantage of 
their new freedom& 

Consolidation, whether 
within sectors or across sec- 
tor boundaries, is semi as an 
inevitable result of deregu- 
lation and the financial cri- 
sis. In a consolidation, how- 
ever, it helps if at least one 
of the parties is in a healthy 

flngnejyfl situati on. 

Healthy companies with 
the funds to make acquisi- 
tions are in short supply in 
Korea’s financial sector. 
Most banks and brokers are 
too preoccupied with their 
own survival without trying 
to forge a new entity out of 
two separate corporate cul- 
tures. 

Also, the normal logic of 
.mergers and acquisitions is 
that cost savings can be 
made, mainly through job 
cuts. In Korea, despite 
changes to laboor legisla- 
tion, that is still a difficult 
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process. Even under the new 
rules, companies win only be 
allowed to fay off large num- 
bers of staff if they can show 
they are close to bankruptcy. 
.. As in other areas, the gov- 
- eminent Is hoping foreign 
companies will be -a key 
source of funds and exper- 
tise in rehabilitating the 
financial sector. 

Taking over a Korean 
bank or broker - and there 
are plenty going cheap at the 
moment - would certainly 
be an easy way in for a for- 
-eign institution. 

There is a reason for the 
cheapness: huge and still 
growing books of bad loans, 
and unpredictable liabilities 
from debt guarantees. 

. .- Some would say that sev- 
eral Korean banVc now on 
the auction block would be a 
bad buy even if they were 
befog given away free while 
those in a better state may 
demand an unreasonable 
premium by international 
standards. 

Foreign Institutions, there- 
fore, may for the moment be 
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more interested in loose co- 
operative agreements or con- 
tractual arrangements, 
rather than mergers or 
acquisitions. 

And given the state of the 
Korean economy, now is not 
necessarily the time to enter 
the Korean market. Those 
foreign banks which have 
tasted the water have not set 
an encouraging example. 

Banking has not proved to 
be a very profitable business 
in Korea, said Mr Hunsaker 
at Dresdner- Klein wort Ben- 
son, The returns are low and 
the risks are great 

Although foreigners may * 
not be rushing in now. once 
the situation stabilises and - ' 
tiie economy improves, they 
may see more to interest 
them. 

"Two or three years from 
now it is going to be very 
different,’’ says Mr Hun- 
saker. 

"There fa going to be a lot 
moire foreign presence. The 
S n a nr . i al sector fa going to 
be wide open, and you can- 
not close It again." 
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POLITICS • by John Burton 


losses outside govsnvnent offices*! Seoul 


LABOUR • by John. Burton 


Spectre of job losses 


The government 
is trying to 
appease workers 
and maintain 
labour peace 

When Choi Dae-rlm set fire 
to himself and jumped to his 
death from an ofl tanker 
being built at the Daewoo 
shipyard in February, he 
joined a long line of Korean 
union martyrs who have 
died to promote workers’ 
rights. But it is uncertain 
whether Mr Choi's desperate 
action represents a harbin- 
ger of new labour protests or 
the last gasp of union mili- 
tancy in South Korea. 

Mr Choi was protesting 
about a new labour law that 
ended the tradition of life- 
time employment guaran- 
tees. The new government of 
Kim Dae-jung. a long-time 
supporter of union rights, 
agreed to the measure under 
the $5&5hn rescue package 
from the International Mone- 
tary Fund, which regards 
labour market flexibility as 
vital to industrial restructur- 
ing- 

“Legalising lay-offs marks 
a shift toward American- 
style ’cruel’ capitalism, 
replacing Confndan capital- 
ism in Korea” with its prom- 
ise of providing secure jobs, 
said Chae Chang-Kyim with 
the Hyundai Research Insti- 
tute. 

Observers, however, were* 
surprised that Korean work- 
ers reluctantly agreed to 
accept job cuts instead of 
immediately taking to the 
streets in protest. 

A planned general strike 
by the Korea Confederation 
of Trade Unions, the smaller 


and more militant of the 
nation’s two trade nnion 
groups, collapsed because 
workers were fearful of put- 
ting their jabs in jeopardy.' 

But can labour peace hold 
as unemployment diniha to 
levels not seen in at least 
two decades? The govern- 
ment initially predicted that 
unemployment would 
increase from 3J per cent in 
December to 6 per cent this 
year, with the loss of i.Sm 
jobs. 

Yet with more than 3,000 
businesses going bankrupt- 
each month and an average 
of 10,000 workers losing their 
jobs daily due to Korea's 
worst economic crisis since 
1980. the number of unem- 
ployed is soon expected to 
reach 2m, or at least 10 per 
cent of thp workforce, 
according to the latest esti- 
mates. 

“I worry that we are at the 
threshold of a Europe an- 
styie situation with a perma- 
nent clue of unemployed 
and the need for asocial wel- 
fare state.” said Park Fun- 
koo, president of the govern- 
ment-supported Korea 
Labour Institute. 

Most of those losing their 
jobs are low-paid, poorly-edu- 
cated workers with little 
chance of gaining employ-, 
meit soon. 

' Korea lacks a secure social 
safety net. Unemployment 
insurance was only intro- 
duced in 1995. 

; The government recently 
agreed to spend Won8,Q00bn/ 
on the jobless this year 
which includes Won2,800bn 
in unemployment benefits. - 

This, however, covers only 
a quarter of the jobless and - 
is limited to those who have 
contributed . to the work 


insurance programme along 
with their employers, 
according to the labour min- 
istry. : 

Unemployment benefits 
are meagre. They provide 
protection for only six 
months, recently increased 
from three months, with job- 
less workers receiving half 
of their pay. 

Those losing their jobs can 
also rely on generous sever- 
ence payments - one 
month's wages for every 
year of work. But the gov- 
ernment estimates that 40 
per cent of the workforce is 
not covered by this system 
because they are either day 
labourers or part-time work- 
ers. 

■ The gover nmen t Is using 
; some of the unemployment 
. funds 'on programmes to re- 
train workers, while estab- 
lishing job placement cen- 
tres. But building the net- 
work wifi take Urns Funds 
' have also been allocated to 
create jobs through public 
works. 

“For many, losing their 
jobs means going on the 
street," said Mr Park, who 
, worries about the potential 
•for social unrest. Strikes 
could erupt as unemploy- 
ment begins to affect work- 
ers affiliated with the big 
industrial groups instead of 
: the employees of small busi- 
' nesses that are bearing the 
brunt of the job cuts. 

Industrial workers retain a 
lingering resentment of their 
treatment at the hands of 
big business in the 1970s and 
1980s, when they were forced 
to work long hours at low 
wages, -even as the nation 
-was registering double-digit 
growth. 

The ' pent-up anger was 


released in the late 1900s fol- 
lowing the collapse of the 
military government when 
more than 3,000 strikes were 
staged to demand improved 
wages and the right to form 
Independent nninnc 

Industrial action has since 
died down as wages quadru- 
pled in the past decade, mak- 
ing Korean workers the 
highest paid in Asia after 
Japan. 

But the bitter legacy of the 
clashes between labour and 
management is still evident 
at the conglomerates, such 
as Hyundai and Daewoo, 
whose workers have gained 
the reputation as being 
among tbe most militant in 
Korea despite being the best 
paid. 

Tbe new government has 
tried to appease the nninna 
by giving them new rights to 
organise in return for accept- 
ing job cuts. 

But the unions are 
demanding that the family 
owners of the conglomerates 
must also sacrifice some of 
their power and wealth. 

“There is no reason why 
the workers alone must 
make the sacrifices, the 
chaebol (conglomerate; own- 
ers must do so as well.” said 
Yoon Young-mo, the KCTlTs 
international secretary. 

The government is promo- 
ting a policy of chaebol 
reform to reduce the size of 
the sprawling industrial 
empires that dominate the 
Korean economy. But the 
chaebol are resisting some of 
the measures. 

If chaebol reform remains 
stalled, it could provide the 
pretext fen* a wave of strikes 
and undermine the govern- 
ment's promised economic 
reforms- 


CHAEBOL • by Guy de Jonquieres 


Kim’s giant challenge 


The government 
feces a tricky task 
in changing the 
family-run 
conglomerates 

If there is one acid test of 
Korea’s determination to 
build a more open, flexible 
and competitive market 
economy, it wfll be its suc- 
cess in reforming the c hae- 
boL the bloated fhmily-nm 
conglomerates which domi- 
nate the country's industrial 
landscape. 

The chaebol's power has 
long inspired hatred and 
fear, even among their own 
employees. 

Their reckless debt-driven 
expansion into unrelated 
businesses has been blamed 
for stunting competition, dis- 
torting domestic markets 
and squandering national 
resources on grandiose 
investment projects, 
designed more to satisfy 
their chairmen's vanity than 
to earn commercial returns. 

Now the country's finan- 
cial crisis, brought on 
largely by the groups’ unsus- 

talnably large foreign and 

domestic borrowing, has 
given Kim Dae-jung’s gov- 
ernment the opportunity to 
do what its predecessors 
tally talked about - cut the 
chaebol down to size- 

Spurred by pressure from 
the International Monetary 
Fund, it has set about the 
task with gusto. Well before 
he took office President Kim 
called in the heads of the 
leading chaebol and told 
them they, must rapidly 
change their ways. 

'Among his demand woo 
that they make' their 
operations more transparent 
by publishing consolidated 
financial statements, stop 
guaranteeing subsidiaries' 
borrowings with assets of 
other companies in the same 
group, accept greater 
accountability to sharehold- 
ers and radically slim down 

by selling businesses and' 

cutting costs. 

Mr Kim has kept up the 
pressure with legislation to 
reform cornorate accounting, 


remove restrictions on for- 
eign equity investment and 
legalise hostile takeovers. 

At tbe same thna he has 
started to attack Korea's 
notoriously rigid labour mar- 
ket restrictions by authori- 
sing companies in difficulty 
to lay off employees. But the 
most powerful agents for 
change are Korea’s starlet 
monetary policy and planned 
banking reforms. 

Soaring interest rates and 
slumping domestic demand 
are severely squeezing the 
chaebol’s rickety finances 
and have plunged several 
smaller ones into -bank- 
ruptcy. 

Others may follow. Hyun- 
dai Research Institute, an 
offshoot of cue of the largest 
chaebol, estimates that even 
if the country’s 30 biggest 
industrial groups mai n ta in 
sales this year at last year’s 
level they win lose at least 
WanHOOOtm. This is equiva- 
lent to a fifth of their com- 
bined capital, if interest 
rates average 20 per cent 

Meanwhile, the govern- 
ment hopes planned reforms 
of tbe banking sector will 
induce Korean commercial 
banks to replace crude -tradi- 
tional lending policies, based 
largely on collateral pledged 
by borrowers, with more 
sophisticated risk assess- 
ment criteria. 

Along, with growing pres- 
sure from foreign institu- 
tional shareholders oncAoe- 
bol to Improve their 
performance, these changes 
should lead managements to 
focus more intently an max- 
imising profit. 

Tbftti at any rate, - is the 
theory. But, despite the:- 
tightening financial loumi-'i 
quet and plummetiagtlames- 
tic sales, tbe chaebol have 
yet to take drastic measures 
to put their house in order. . 

Although most acknowl- ■- 
edge that they need to 
rebuild their capital bases by 
weeding out poorly perform- 
ing businesses, they have 
shrunk from the wielding 

the axe* ' ■ •' 

Most complain that they 
are l xQ1 ' n g expected to do too 
much too fest 

L*e v tin -ho. president ox 


LG Economic Research Insti- 
tute, says LG Group, its par- 
ent, will need five years to 
lower its debt-equity ratio 
frdm 350 per cent to the 200 
per cent level the govern- 
ment wants tbe chaebol to 
reach by the end of the year. 
“There is no quick solution. 
We need more time,” he 
says; 

Many foreign observers 
believe tbe chaebol have yet 
to grasp the gravity of their 
situation. “The solvency 
position of file corporate sec- 
tor is horrendous,” says 
Richard Samaeteon. of SBC 
Warburg Dillon Read. “But 
tbe chaebol do not seem to 
know the scare. Their poli- 
cies so far have been reac- 
tive, not proactive.” 

Adrian Cowell, of Dresd- 
nor Kleinwort Benson, says 
many chaebol have still to 
accqpt that they need to sell 
prized assets to raise enough 
money to repair their «*pitai 


their feet in a deliberate 
attempt to force the govern- 
ment to relax its strict poli- 
cies. 

Lee Hahn-koo, president of 
the Daewoo Economic 
Research Institute, insists 
that high interest rates are 
threatening such damage to 
the economy that the IMF 
will soon be obliged to soften 
its prescriptions. 

The chaebol’s strongest 
card is the knowledge that 
their own operations are so 
vital to national employ- 
ment, exports and wealth 
creation that the country’s 
economic infrastructure 
would be devastated if they 
were forced into total col- 


- '“They think they can get 
by simply by getting rid of _ 
“any Old. rubbish. But who is 
going to pay good money for 
it? The numbers just don’t 
add-up.” 

-jTbe chaebol face tough 
challenges. 

'i Primitive management 
information systems mean 
they lack the. detailed finan- 
cial data and analysis 
-needed to value assets and 
-define core strategic husl- 


-They are also reluctant to 
advertise businesses for sale 
for fear "of appearing to be 
distress sellers in a buyers' 
market and provoking vio- 
lent employee protests. 

' -■However, there are also 
'suspicions that tire Initial 
-shock, of the crisis may be 
giving way to complacency. 

‘ “Top managers of some 
'groups think the problem is 
• only temporary, that interest 
rates will fall and then 
things will be all right again. 
But they are wrong." says 
Jong Hyun -chang, head of 
'the Seoul office of Booz 
Allen, the international man- 
agement consultancy. 

There is another, more 
troubling, interpretation - 
that the chaebol are dragging 


As a senior finance minis- 
try official puts it: “What 
happens if the chaebol say: 
‘If we die, the. economy dies 
too?**' He has no answer to 
Ms own question. 

Such a gpmbit is fraught 
with danger. The govern- 
ment is acutely aware that it 
cannot relent on its auster- 
ity regime, before it has pro- 
duced the restructuring it is 
designed to promote, with- 
out forfeiting the interna- 
tional confidence, on which 
economic recovery hinges. 

But delay by the chaebol in 
setting their affairs in order 
risks ttiatring ' the crisis stiD 
worse by undermining their 
Increasingly precarious 
financial structures. 

So for the authorities have 
insisted they will let market 
forces do the job. But same 
analysts fear that if results 
are slow to materialise, the 
government might be 
tempted to intervene directly 
in an effort to compel the 
chaebol to restructure. 

That could mark the start 
of a slippery slope. Previous 
Korean governments which 
have set out to impose 
change on the chaebol have 
invariably ended up as their 
powerless captives. 

To avoid that fete, and the 
almost inevitable, calami- 
tous economic consequences. 
President 15m will need to 
show that his new-found 
faith in the market is 
matched by a steely political 
wifi. 


An uneasy presidency 


Kim Dae-jung’s 
weak political 
hand threatens 
his plans 
for reforms 

For a president who wants 
to introduce radical reforms 
to pull South Korea out of its 
worst economic crisis in two 
decades, Kim Dae-jung starts 
with the handicap of having 
a weak political hand. 

Elected with only 40 per 
cent of the vote last Decem- 
ber. tbe nation’s first opposi- 
tion leader to enter the Blue 
House must contend with a 
parliament controlled by the 
former ruling Grand 
National party (GNP). 

He must also share power 
to Korea’s first coalition gov- 
ernment with tbe right-wing 
United Liberal Democrats 
(ULD), who make strange 
bedfellows with Mr Kim’s 
mildly social democratic 
National Congress far New 
Politics (NCNP). 

The fact that Mr Kim rep- 
resents the interests of the 
rural ChoDa region, Korea’s 
poorest, which has tradition- 
ally been discriminated 
against by the Seoul elite, 
only adds to his problems. 

The centre-right GNP has 
proved to be the biggest 
obstacle to Mr Kim as he 
begins his stogie five-year 
term. 

It withheld parliamentary 
ap p roval of his nominee as 
prime minister, the ULD 
leader Kim Jong-pil, and 
tried to weaken reforms 
affecting the conglomerates, 
or chaebol, which have close 
ties with GNP. 

Tensions have increased 
after the new government 
threatened to take action 
against GNP members and 
former officials. 

They are alleged to have 
conspired with the intelli- 
gence service in a disinfor- 
mation campaign to smear 
Rim Dae-jung during the 
presidential election by 
c laiming he was secretly 
backed by communist North 
Korea. 

The political struggle 
between the government and 
GNP threatens to derail Mr 
Efim's reform programme, 
which analysts believe must 
be implemented within the 


year if the programme is to 

maintain momont nm 

The government has suc- 
ceeded in passing some 
reform legislation, such as 
ending lifetime employment 
guarantees and improving 
corporate governance, under 
pressure from the Interna- 
tional Monetary Fund and 
foreign investors. 

But more needs to done, 
including curbs on tbe 
growth of toe chaebol, clos- 
ing insolvent flnanriq] insti- 
tutions, and offering social 
benefits to Korea’s growing 
ar m y of unemployed. 

Some analysts believe the 
parliamentary stalemate 
could be broken to the next 
few months if the govern- 
ment coalition succeeds in 
persuading MPs to defect 
from tbe GNP, which holds a 
slim 12 -seat majority, with 
161 seats in the 299-member 
National Assembly. 

Tbe GNP is faction-ridden 
following its defeat in the 
December presidential elec- 
tion. 

One catalyst for its 
break-up could come with 
local elections to June. A 
good performance by the 
government might tempt 
GNP defections, with the 
ULD likely to be chief benefi- 
ciary. 

That raises a question 
about the balance of power 
between the two coalition 
partners because of Mr 
Kim's dependence on the 
ULD in parliament It bolds 
43 seats against 78 for the 
NCNP. 

The coalition resulted 
from an election pact as Mr 


Kim sought conservative 
voters to help him achieve 
his narrow victory. He 
agreed to appoint tbe ULD 
leader as prime minister and 
share half the cabinet posts. 

The coalition has operated 
smoothly despite the ideolog- 
ical differences between Kim 
Dae-jung, a long-time dissi- 
dent, and Kim Jong-pil, who 
masterminded tbe nation's 
first military coup in 1961 
and then founded the notori- 
ous secret police. 

Moreover, the ULD repre- 
sents the architects of 
Korea’s state-guided capital- 
ism that the president is try- 
ing to dismantle in favour of 
a free market system. 

The ULD's inclusion has 
provoked worries that Presi- 
dent Kim might have to curb 
economic reforms to keep 
tbe coalition stable. The cab- 
inet has been criticised for 
being designed more to meet 
the needs of political' expedi- 
ency than those of reform. 

ULD members dominate 
the economic portfolios. Tbe 
finance minis ter. Lee Kyu- 
sung. previously served in 
the post in 1988-90 at which 
time he favoured using state 
funds to the stock market to 
boost share prices. 

Two-thirds of the cabinet 
posts are filled by politicians 
rather than the technocrats 
normally named as govern- 
ment ministers. This is con- 
sidered a trial run for the 
parliamentary system the 
president has promised to 
introduce in 2000 as another 
concession to the ULD. 

The German-style parlia- 
mentary system would give 


effective control of the gov- 
ernment to Kim Jong-pil. if 
he remains premier and 
achieves his ambition of 
becoming a national leader. 
But a switch to a parliamen- 
tary government must be be 
approved by the National 
Assembly. 

Analysts expect a parlia- 
mentary system to be 
favoured by MPa since it 
would give them a greater 
say in government and pro- 
vide them with new opportu 
nities to provide largesse to 
their local districts. 

But devolving power to 
the parliament could also 
rob the nation of strong 
political leadership by 
entrenching vested interests. 
President Kim appears to be 
trying to break bureaucratic 
resistance to reforms by 
transferring power from the 
ministries to the Blue House. 

He has reduced the influ- 
ence of the finance ministry, 
considered the “ministry of 
ministries”, by giving a new 
agency a supervisory role 
over financial institutions. 
The central bank has 
achieved independence in 
setting monetary policy, 
while budget planning has 
been placed under the presi- 
dent rather than the finance 
ministry. 

Economic advisers to the 
president have a more lib- 
eral bent than those officials 
heading most or the minis- 
tries and reformers have 
been appointed to several 
key posts, including tbe cen- 
tral bank governor and the 
director of the financial 
supervisory board. 



The coalition has operated smoothly - President Kfen Dae-jung (right] and Kim Jong-pil 
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Perceptions and reality are rarely the same. All foreign companies have their 
opinions about doing business In Korea. Koreans also have views on foreign companies, 
especially those which seem to have developed a sudden interest in toe Korean market. 

Corporate reputation Is one of your most valuable company assets. 

Do you have a defined strategy and specific plan to build, manage and nurture 
your reputation In the Korean market ? 

Merit Communications, a joint-venture with Burson-Marsteller, has spent a 
decade helping foreign companies address their public affairs and marketing 
communications needs In Korea. We have also worked for Korea at the highest levels of 
government as well as promoting its most important 
Initiatives to global audiences. Including the 1988 Olympic 
Games and the bidding campaign for the 2002 World Cup. 

If you think your business would benefit from a better understanding and 
appreciation of your corporate culture, services or products, then call Graeme Thomson or 
Y.Y. jung at Merit. We'll help you turn your company's commitment to Korea into Korea's 
commitment to your company. 

Floor Choc njaaBufldtng. 34 - 35 . Onrtfj-dong. Choong-icu, Seoul 100-120 FSv 771-4020 Fx.- 771-3030 Merit ® yrcan 
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KOREA 


SMALL BUSINESS • by Guy de Jonquferes 

Living with 
the crumbs 


The government 
has pledged it 
will remove 
constraints on the 
sector's growth 

If Korea's new government 
has its way. the country's 
recovery wiD be forged in a 
ferment oF entrepreneurial 
energy. 

President Kim Dae-jung, 
who draws much of his polit- 
ical support from small busi- 
nesses. has promised to put 
them at the centre of his eco- 
nomic restructuring plans 
by bulldozing the restric- 
tions which have inhibited 
their growth. 

His plans include 
Wonl.OOObn in low-interest 
loans for smaller companies, 
an attack on red tape and a 
bigger role for the Fair 
Trade Commission, Korea’s 
traditionally toothless com- 
petition watchdog, with the 
aim of encouraging the for- 
mation of 20,000 Cast-expand- 
ing companies in the next 
five years. 

At any other time the 
prospect of such a helping 
hand would be cause for 
rejoicing by the downtrod- 
den owners of Korea's 2.6m 
small businesses and their 
9m employees. 

But today most are too 
worried about short-term 
survival to put much faith in 
politicians' promises of jam 
tomorrow. 

Since the country was 
plunged into financial crisis 
in November, small busi- 
nesses have taken much of 
the pain. Choi Dong-kyu, of 
the Korea Small Business 
Institute, says their bank- 
ruptcy rate has doubled to 
more than 3,000 a month and 
will continue to accelerate as 
domestic demand dumps. 

In a country where the 
lion's share of financial 
resources has long been 
channelled on preferential 
terms into prestige Invest- 
ments by the chaebol, small 
companies have learnt to 
live with the crumbs. 

Commercial banks' reluc- 
tance to lend without collat- 
eral, and their lack of risk 
assessme nt skills, has denied 


most small businesses the 
capital needed to grow fast 
The onset of high interest 
rates and a severe shortage 
of credit has come as a 
crushing blow. 

Or Choi estimates that 
more than half of all small 
businesses have been obliged 
to turn for loans to the unof- 
ficial ‘'kerb market", where 
annual interest rates of 50 
per cent or more are com- 
mon. 

The squeeze has been 
tightened by the cash short- 
age among the chaebol, on 
which many small busi- 
nesses rely as customers. 
Never fast payers, taking at 
least four months even in 
good times, the chaebol are 
stretching out payments to 
small suppliers for even lon- 
ger. . 

Meanwhile. Dr Cbol com- 
plains, competitive condi- 
tions are being made 
tougher by Korea's lenient 
bankruptcy laws, under 
which several big companies 
have recently filed for pro- 
tection from their creditors. 

Released from the obliga- 
tion to pay interest on bor- 
rowings, these companies 
are unfairly cutting prices to 
levels which even their most 
efficient smaller rivals can- 
not match profitably, he 
says. 

The picture, however, is 
not entirely bleak. 

Lee Mln-hwa, chairman of 
Korea Venture Business 
Association, a recently 
formed grouping which rep- 
resents young entrepreneur- 
ial businesses, still believes 
it will meet its target of dou- 
bling membership to 1,000 
companies this year. 

“The recession wlQ create 
new opportunities for ven- 
ture-backed businesses.” 
says Mr Lee, who is presi- 
dent of Medlsim, a successful 
medical diagnostics com- 
pany be founded in 1987. 

His confidence is shared 
by Yun Yeo-gyeong, presi- 
dent of Korea Development 
Investment Finance Corpora- 
tion, one of the country's 
rare western-style venture 
capital investors. 

Unlike most of the 
self-styled venture capital 
companies, which are affili- 



Chaebol have enjoyed the Ron's share of financial resources 


a ted to chaebol and only 
make loans, KDIFC Is an 
independent concern which 
provides equity financing 
nnri management support fbr 
start-ups. 

Mr Yun says that although 
the financial crisis has 
forced KDIFC to defer plans 
to float on the stock 
exchange three of the 52 
companies in its portfolio, 
only one has failed so far 
this year. 

The two men can afford a 
relatively relaxed stance 
because the businesses they 
represent are unusual by 
Korean standards. Most are 
“knowledge-based" concerns 
which compete in technolog- 
ically sophisticated markets. 

Because they earn a large 
proportion of sales interna- 
tionally they are far less vul- 
nerable to the weakness of 
the domestic economy and 
stand to profit from the 
won's collapse. They also 
depend heavily on equity fin- 
ancing, which lessens the 
impact of high Interest rates 
and scarce credit. 

Mr Lee and Mr Yun 
believe the recession will 
enlarge the pool of entrepre- 
neurial talent by forcing the 
chaebol to sack employees, 
who will seek to set up their 
own businesses. Mr Yun 
thinks, however, that they 
will be of variable quality. 

“Korea has lots of good 
engineers, but few are expe- 
rienced businessmen,” he 
says. “The guys 1 want are 
the ones the chaebol least 
want to let go.” 

Both men are sceptical of 
the government’s plans to 
provide subsidised loans to 
small businesses, saying it 
should focus on deregulation 


and strengthening the coun- 
try’s capital markets. 

They particularly stress 
the need to develop Kosdaq. 
the electronic over-the- 
counter exchange on which 
about 360 small companies 
are listed and which is being 
opened to both Korean and 
foreign institutional Inves- 
tors. 

Kosdaq has long suffered 
from poor liquidity, and 
trading on it has all but 
seized up since Korea's 
financial crisis broke. But 
Mr Yun, who is also an 
adviser to the government, 
is convinced that the prob- 
lem is temporary. 

“As soon as things have 
settled down, I am sure 
many foreign investors will 
want to invest in it," he 
says. 

He has little time for the 
many small Korean busi- 
nessmen who complain 
Incessantly that the odds are 
unfairly stacked against 
them. “This country has 
been good at promoting 
entrepreneurs. If an entre- 
preneur is any good he can 
survive anywhere," he says. 

Mr Lee strikes a similarly 
upbeat note. The environ- 
ment for small businesses, 
he says, “is much better 
than a few years ago, and it 
Is improving very fast” 

But the two men’s vision 
of a Korean economy pro- 
pelled forward by the efforts 
of fast-growing high-tech 
enterprises is a world away 
from the grim reality which 
faces most of the country's 
small businesses. 

"Some people say small is . 
beautiful," Dr Choi says. 
“But that is not the case in 
Korea." 
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Volte-face on capital 


The president 
now sees foreign 
money as 
essential to 
the recovery 

TO visit Seoul’s smarter 
hotels these days Is to relive 
scenes in eastern Europe 
soon after the fall of the Ber- 
lin WaH 

In lobbies and coffee 
shops, sharp-suited Western 
bankers and businessmen 
hold Impromptu meetings 
with hopeful-looking local 
contacts. 

Documents are scrutin- 
ised, numbers crunched, far- 
ther meetings planned. 
Maybe, just maybe, deals 
might be in the maldng . 

For Koreans, however, the 
experience could not be less 
familiar. For generations 
their inward-looking society 
has been accustomed to 
keeping the rest of the world 
at an unrespectful distance. 

Now, the collapse of the 
country’s economic “mira- 
cle" Is forcing it to swallow 
Its pride and seek salvation 
in foreigners’ arms. 

Kim Dae-jung’s govern- 
ment has lost no time ram- 
ming the message home. The 
new president has repeat- 
edly emphasised that 
Korea's recovery depends an 
going all-out to woo interna- 
tional confidence and attract 
large inflows of ca pita l from 
abroad. 

U nlik e south-east Asia’s 
“tiger" economies, whose 
growth depended heavily on 
Investment by foreign multi- 
nationals, Korea’s prosperity 
was largely home-grown. 
Tight restrictions on inward 
Investment kept ownership 
of all tiie main sectors of its 
economy firmly in Korean 
hands. 

At less than Iflbn, foreign 
direct investment (FDI) 
inflows in the decade to 1995 
were among the lowest for 
any economy of comparable 
sfap and development in the 
world. 

As some Koreans now 
acknowledge, protectionism 
constricted access not just to 
an important source of capi- 
tal but to world-class tech- 
nology, management and 
marketing knowhow. 

A report by Booz Allen, 


the International manage- 
ment consultancy, warned in 
October. “The xenophobic 
attitude to FDland the inter- 
nalisation of technology now 
Tnflicw it difficult to master 
the new forms of knowledge 
that Korea requires for an 
economic metamorphosis. 

“Unless these challenges 
are addressed rapidly, the 
prospect fiyfog the country 
is dark.” 

The crisis ha* prompted 
the government to lay out 
riw welcome for foreign 
investors. The questions are: 
how many will take dp the 

invitation and whether they 
will really be made to feel at 
bams? ’ 

The bounce in thfi-Seoul 
stock market this year sug- 
gests international portfolio 
Investors are responding. 
But, despite the lure of mod- 
ern assets at bargain-base- 
ment prices, prospective 
direct investors are taking 
their 

“Foreign buyers are not 
dropping out of the sky and 
snapping up anything In 
sight,” says a US business 
executive in SeouL Indeed, a 
gol d rush s«wns unlikely to 
develop quickly. 

The government appar- 
ently hopes to relieve severe 
problems in the banking sec- 
tor by finding foreign buyers 
for the first Korea and Seoul 
commercial banks, 1 'which 
are in bankruptcy. 

But foreign bankers 
remain wary of these or any 
other institutions in the sec-, 
tor until they have been 
recapitalised and bed debts 
brought under control. 

Nor do foreign multina- 
tionals seem tempted by 
companies in sectors which 
depend heavily on Korea's 
depressed domestic market 
such as construction, con- 
sumer products and some 
categories of capital equip- 
ment 

Korea’s leading export 
industries, including cars' 
and electronics, are more 
attractive opportunities. 
Many have recently invested 
In efficient, highly auto- 
mated plants which have 
been made still more com- 
petitive by the won's decline. 
But prising these assets 
away from the owners on 
acceptable terms may not be 
easy. . ‘ . 


Steve Marvin, of Ssan- 
gyong Securities, says many 
Kor ean companies have 
inflated ideas about the 
worth of their businesses. 

“They still think of Asia as 
the oyster of the world econ- 
omy, and of Korea as its 
pearl " be says. But Western 
companies say Korean busi- 
ness's primitive accounting 
systems make unearthing 
the financial data needed to 
Value prospective acquisi- 
tions and conduct due dili- 
gence procedures an arduous 

fn fllf 

Such lack of transparency, 
coupled with wariness about 
Korea’s history of hostility 
.towards foreign business, is 
-encouraging many prospec- 
tive western investors to 
play safe. 

“Most are looking at com- 
panies they already have a 

Western 
buyers can 
probably 
afford to 
wait for 
prices to fall 

relationship with." says a US 
business executive. “But 
unless they have a truly 
wonderful local partner, 
which is pretty rare in 
Korea, they are shunning 
joint ventures and insisting 
on overall control." 

Many are also said to be 
seeking to limit risks by bid- 
ding selectively fbr factories 
and equipment. 

Given the scale of the 
asset disposals which Kor- 
ean wimpanlas need to make 
to fend off the threat of 
financial collapse, prospec- 
tive Western buyers can 
probably afford to wait for 
prices to fan 

Some believe really inter- 
esting opportunities may not 
materialise for at least 
another year, when the chae- 
bol feel that their backs 
really are against the wall. 

But securing keen prices 
may be only the start of the 
process. For all the official 
insistence that Korea is now 
an open market, there is still 
plenty of evidence of grass- 
roots xenophobia. 


For Instance, sonn* servfev 
stations in Seoul have 
refused to fill up the few 
imported luxury cars in the 
city. 

No «ne knows now rank- 
and-file workers will respond 
to foreign ownership, partic- 
ularly if their new bosses 
insist on cutting twges and 
jobs. "Koreans are almost 
totally unTamttinr with for- 
eign management. How fast 
they adjust is a crucial 
issue." says Park Funkoo. 
head of the Korea Labour 
Institute, a government 
think-tank. 

He warns that, despite 
pl.ins to amend the country's 
labour laws, if foreign com- 
panies try to deal with 
Korea’s notoriously militant 
trades unions by locking 
them out they will face wide- 
spread resistance. Such 
action could trigger a more 
general backlash against for- 
eign owners. 

Jong Hyun-chang. head of 
Booz Allen's Seoul office, 
says Koreans need to stop 
identifying the country's 
economic welfare with the 
Interests of its national pro- 
ducer industries and start 
thinking in terms of its 
attractions as a business 
from which companies from 
all over the world can com- 
pete in global markets. 

Korea can certainly pres- 
ent an impressive list of cre- 
dentials Including one of the 
best -educated populations in 
Asia, abundant skilled 
labour, and fierce dedication 
to self-improvement and 
hard work. 

However, even on the 
most optimistic assump- 
tions. It will probably be 
many years before the coun- 
try is ready to accept foreign 
investors as full corporate 
citizens rather than guests 
whose presence has been 
brought about by adverse 
economic circumstances. 

After all, in the US and 
much of Europe, with much 
longer histories of interna- 
tional exposure, acquisitions 
and investments from 
abroad still arouse sensitivi- 
ties about foreign economic 
domination. It hardly seems 
realistic to expect Korea, 
now struggling to shake off a 
tradition of insularity, to 
prove any mare open to the 
world. 
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Uisit umiuj.ktirean3ir.com to find out more. 
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